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CHAPTER I
INTRODUCTION
As a Canadian living in the United States
the writer finds tnat many people of these two great
nations entertain some very fallacious ideas about
each other and about the relative effects of high
tariff and free trade policies upon the economic
good of their individual nations.
This thesis will attempt to throw some
light upon what these two nations have meant to one
another in the past and what they should mean to one
another in the future, euid will attempt to prove that
free trade policies nave been, and will be, much more
beneficial to both countries than high protectionist
policies and that the objections of '* special interests
to freer trade are usually groundless. However, the
unique relationship of the two countries should be
carefully noted and the advantages and disadvantages
of freer trade herein drawn should be considerably
modified before applying them to the trade relations
of any other nations.
In discussing tne relationship between the
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United States and Canada and in proving tne compara-
tive advantage of freer trade, a ratner detailed nistory
of the trade treaties Detween the two countries from
1854 to 1935 will be given snowing the effects of the
more important of tnese on the exports and imports
of both countries, and a detailed study of the 1935
Reciprocity Act will be made. In this latter study
the chief concessions made by both countries will
be examined in the light of past experiences and
probable results on the two nations in general, on
“special interests'* in both countries, and on parti-
cular localities. Statements made by leading pol-.
iticians, industrialists, agriculturists, and news-
paper men will be quoted either in detailed or s'um-
mary from to substantiate all arguments. Before
taking up the history and the 1936 Reciprocity Act,
however, a study of the various types of tariffe in
the United States, Canada, and some important coun-
tries in Europe will be made in order to clarify
the subsequent discussion.
Finally, conclusions as to the benefits to
both countries of the 1935 Reciprocity Act and of
freer trade policies in general will be drawn.
Significance of the two Nations t o one Anotner .
The following article by Stephen Cartwright,
published in the New York Times Magazine on January

Of 1936, portrays most grapnically tne similarities
of and the differences between Canadians and Ameri-
cans, and affords an excellent picture in general
of the unique relationship of the two nations with
one another and of that of Canada with Great Bri-
tain:
1
"The reciprocal trade agreement between
the United States and Canada which went into effect
last January represents a logical step in the unique
relationship of the two countries. Despite many
high-flown sentimentalities Canadian-American friend
ship has been characterized to a remarkable degree
by the virtue of common sense. Yet Canada, in her
relations with the United States, puzzles the world
with three paradoxes.
"The two countries share 4,000 miles of
frontier; in Europe tnat alone would be enough to
start half a dozen wars. Yet the relations between
Canada and the United States have been, and are,
pre-eminently peaceful.
"Then there is the second paradox. Ter-
ritorially, Canada is actually larger than the Uni-
ted States. She nas a similar geography, similar
natural resources, a climate which is much the same
1. Hands, and Paradox, Across the Border, by Stephen
Cartwrignt, wew York Times Magazine, Jan. 5, 1936
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as that in the most populous sections of the country
to the south. Yet tne Dominion has a population
just about one-twelfth the size of tnat of the United
States, with all tne implications whicn this fact
carries for her industrial structure - her transpor-
tation system, her national wealth, in fact her
whole social organization.
"The third paradox is this: no two coun-
tries in the world live on more intimate terms rhan
Canada and tne United States. Yet, not only has
there been no likelihood of political union between
the two nations, but Canada has developed a strong
sense of her own independence and, in addition, has
maintained a purely volimtary association with Great
Britain.
# # # # #
"Vdiat does Canada mean to the average Am-
erican? Perhaps a drive so many miles north into
a land of pleasant, hard-woricing, respecxable ci-
tizens, not so very different from Americans.
"Other pictures are more vivid, if some-
times less intimate: Royal Northwest Mounted Police
who 'Get their man' across sub-Arctic wastes; a
pre-repeal haven for those who coveted the flowing-
bowl but could not enjoy it at home; an occasional
broken-dov/n English nobleman 'making good in the
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colonies'; French-Ganadians with their peculiar ver-
sion of tne French language; ice hockey, the Dionne
quintuplets, and gold mines; Mr. Aberhart and l}^S5 a
month for everybody; and, of course, the 4,000 miles
of 'onguarded frontier and the 100 years of peace,
the inevitable peroration of after-dinner speakers.
"There is, however, a deeper and more con-
crete significance which Canada possesses for Ameri-
cans. That is trade. A long list of commodities
are now passing more freely across the border. The
walls which were built to a forbidding height dur-
ing the depression have crumbled.
"No international conference is complete
without some passing comment on the fact that, for
some unaccountable reason, the dove of peace has
come home to roost along the forty-ninth parallel,
if in no other part of the world.
"The explanation, however, is the simple
one that the Canadian-Ainerican frontier is unde-
fended because it v;ould be futile and even impos-
sible to defend it. Canadians and Ainericans have
sought to settle their differences by other methods,
of which the International Joint Commission is an
excellent example.
"Between the two nations there have
inevitably been sources of friction, misunderstand-
ings and mutual ignorance. The iT/ar of 1813 left a
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deep scar. Later, Canadians thought they got a raw
deal over Alaska. In the Canadian election of 1911
the reciprocity issue was the excuse for a political
cat-and-dog fight, in which anti -American sentiment was
exploited to the limit. The 'Who won the war?* con-
troversy stirred up bitter feelings, as did the vmr-
debt issue. There have been boundary disputes and
border incidents.
"but vifhen Canadians and Americans squabble
they can do so with the impunity of members of a
family, as Andre Siegfried has observed.
# # I # #
"The reasons for this are apparent. The
two neighbors share a common language, a common
frontier, similar geography. They have the same
background of the non-conformist settler, the
'rugged individualism' of the pioneer. They have
both fought for democratic rights.
"Canadians are inundated by American ma-
gazines, see American movies, tune in on American
radio programs. Estimates of the number of people
who chase business or pleasure across the border each
year range from 25,000,000 to 30,000,000.
"More American goods are bought by Canada
than by any other single nation. Canadian industrial
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technique is essentially American. The majority of
Canadian trade unions have American affiliations.
The United States has a sta.ke of approximately four
billion dollars in Canada - nearly twice as much
as the English investment.
# # I 3^ #
“ Self-protection and scientific accuracy
alike prevent any one from dogmatically asserting
whether Canada is predominantly English or American.
Most Canadians prize the imperial tie. But it is an
inescapable geographical fact that Canada is a Nortn
American nation. This birthrignt she does not, in-
deed cannot, deny, even if some of her more ardent
imperialists prefer to consider it a mess of pottage.
“To an English visitor Canada seems over-
whelmingly American. The dollar sign nangs high.
Society appears formless, with a stong disposition
toward plutocracy. Religion and morals follow an
American pattern. There is tne fierce puritanism of
the country districts and the Methodist background
of the cities. Education — the puolic schools, col-
leges and universities — shares tne virtues and vices
of the American democratic ideal.
“Some Canadians have titles; many revel in
the vice-regal ritual of Government House. But more
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indulge their love of display in the democratic but
gaudy regalia of Elks, Moose, and Shriners.
“In Canada the Englishman's ease is dis-
turbed by the rigid American division between busi-
ness of work and the business of play. He finds the
'9 to 5 o'clock in the office' cult in the ascendant,
whether or not there is enough work to occupy the
time.
"The Englishman is never sure of afternoon
tea in Canada, and dinner is atrociously early. He
sees, too, all the American altars on which digestion
is sacrificed to time - cafeterias, quick-lunch coun-
ters, and drug stores with their varied array of
panaceas wrapped in transparent paper.
"In politics, too, America looms large.
If the Englishman crosses the frontier unawares when
he is out Vi/est, he may find himself in the same po-
sition as the American irmaigrant who remarked after
!^istening to a Canadian election meeting in 1900:
'Viiell, they sure were fine speakers, but could you
make out who was for Bryan and wno was for McKinley?'
The Englishman would put Mr. Aberhart and his social-
credit program in the same political mena.gerie as
Father Coughlin or Dr. Townsend, but never Sir Os-
wald Mosely or James Maxton.
if # # # #
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“In the face of all this, the Englishman
will be surprised to find in Canada a fierce sense
of independence of the United States and a cons-
ciousness of differences. At various times these
have amounted to an extreme susceptibility to anti-
American propaganda.
"For there are differences, and distinct
ones, between the two countries. Botn are crudely
capitalistic; organized labor can expect the same
treatment in Canada as in the United States, and
there is the same stress upon productive efficien-
cy irrespective of the consumer .B,ut the harsh fea-
tures common in both countries are cast in a softer
mold in Canada, the overtones are less strident. If,
in both bountries, it is predorainanxly a 'business
man's civilization,' it operates at a slov/er tempo
in Canada than in the States.
"As individuals, Canadians like and under-
stand Americans. But tney tnink of the United States
rather indiscriminately in terras of standardization,
skyscrapers, frantic haste, Hollywood and gangsters;
until tne advent of the Dionne quintuplets they ceded
to the Americans leadership in the mass production of
everything.
"Canadians admire American material achieve-
ment. Yet tney pride tnemselves on being less material
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istic: they cherish their tradition of law and order
and flaunt their lower crime rate. Less nationalistic
than their neighbors, yet they resent the fact that
they are invariably mistaken for American tourists
when they travel abroad.
“This attitude of independence is cur-
iously cultivated, and often the sheer pressure of
American influence has contributed to it. Outward
and visable signs of this process have been the
Cajiadian tariff on magazines and the formation of
a publicly controlled broadcasting commission to
offset the virtual monopoly of American radio pro-
grams.
# # #
“These differences and this attitude may
substantially be explained by the size and composition
of the Canadian population.
“Canada filled up much later than the United
States and enjoyed a flood tide of settlers for only
a relatively short period. V/ith the turn of the cen-
tury the settlement of the prairies progressed rapid-
ly, but the development was cut short by the war and
the subsequent exclusive immigration policy. Con-
sequently, Canada's expansive territory is populated
only some ten millions; her failure to develop a
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civilization as highly industrialized as that of her
southern neighbor is a logical corollary,
"Then again, Ontario and New Brunswick were
originally settled by United Empire Loyalist emigres
who brought with them at the time of the American
Revolution, an Englisn tradition and a sense of opposi-
tion to tne 'rebels’ to the south which have not yet
entirely disappeared.
"Today 52 per cent of tne Canadian popu-
lation is English, with a considerable leavening of
Scots; apart from the French-Canadians
,
the other
racial groups most important numerically are the Ger-
mans and the Scandinavians. All these elements have
conspired to make Canada more stable, less volatile
than the United States.
"But it is the French-Canadians - and
nearly 30 per cent of the Canadian population is
French - who are tne most effective brake on the
Americanization of Canada, That is not to say tnat
they are in any sense European; they are a far cry
from present-day France. But with t.ieir devotion to
the Roman Catholic Church, their opposition to mater-
ialism, their cherishing of individual life, their
passionate desire to preserve, at all costs, their
cultural heritage, they form a distinctive and com-
plete entity wnicn is unique on tne continent,
# # #
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“Of all the factors which distinguish Can-
ada from the States, tnat which is most perplexing to
Americans is the Canadian relationship with Great
Britian.
**To all intents and purposes, Canada is
completely free from any legal or compulsory con-
nection with the 'mother country*. She can, if she
wishes, place an embargo on all British goods. If
she wants to, she is free to resign from the Common-
wealth of Nations and become the forty-ninth State in
the Union. Or, if she wishes, she can form a de-
fensive and offensive alliance with the Fiji Islands,
and England cannot say her nay.
"Most Canadians, however, take for granted
their membership in the British Commonwealth. But
they have varying conceptions of the imperial tie
and different reasons for maintaining it.
“If war is the ultimate test of loyalty,
there are some who feel that Canada should follow
Great Britain 'rignt or wrong.' There are others
both conservatives and radicals, who advocate North
American isolation from the woes of Europe.
“There is a large body of liberal opinion
which sees in the Commonwealth a force for peace
which cau act toward that end through the League of
Nations, not as an Empire bloc but as independent
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units actuated by coDunon pacific principles. And
there are those who say, with the Scottish Labor M.P.
,
'The sun never sets on your British Sapire because
they canna trust ye in tne dark.
•
“Geographically, Canadian opinion varies
as widely. Conscious of their United Empire Loyalist
background, many in Ontario are emotional in their
attachment to Great Britian. To French-Canadians the
British connection is a guarantee against assimilation
by the United States, although the possibility of con-
scription for a British war is a dread specter in
(Quebec politics.
“The concrete fact of a stable market for
tneir wneat enters into the imperial sentiments of
prairie Westerners; at the same time they have pro-
vided much of the driving power in the movement for
national status, and they would not bargain away one
jot or tittle of Canada's autonomous position. On
the Pacific coast there are groups more English than
the English, who take their political cues from the
stentorian voice of the London Times, alongside
groups strongly American in xneir sympathies.
“Thus the British tie, in contrast with
Canada's relationship with the United States, is
traditional, psychological and sentimental.
“Direct contacts between Eiigland and Can—
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ada are few. But most newspapers are British in
their sympathies; school textbooks have the same
bias. No leader of significant political party has
advocated severing the British connection. Organi-
zations such as Canadian Clubs, Empire Clubs, the
Imperial Order of the Daughters of the Empire, pro-
pagate the British gospel. Less important to the
relationship, although more concrete, is the fact
that Great Britain is Canada's best customer.
# # #
“V/hat of the future? Canadians hope that
they will not be forced to make a choice between
Great Britain and the United States. That alter-
native would impose a well-nigh intolerable strain
upon their national unity.
"Consequen'cly
,
Canada may he expected to
use all her influence to prevent any serious diver-
gence of policy between England and the United
States, as she did in 1921, when sne persuaded the
former to forego the Anglo-Japanese alliance.
"In the piping times of peace, this con-
dition of Anglo-American harmony, so essential to
Canada, is a relatively simple matter. But what
would Canada do if faced with British participation
in war and United States neutrality?
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“In 1914 Canada acted automatically and
immediately. Today her positions is different. She
is an ’Autonomous unit* in the British Commonwealth.
She is a member of the League of Nations. Toward the
latter body she has adopted a consistently North
American attitude in fighring shy of military com-
mitments to maintain the European status quo.
"Since the war Canada has tended to look
at Europe tnrough American horn-rimmed spectacles
and with an air of moral disapproval, rather than
more intimately through the traditional English
monocle. Lastly, she now feels free of the possi-
bility of political annexation by the United States,
a bogy often held out as the alternative to follow-
ing Great Britain."
In particular, the figures of the trade
between the two countries during the past fifteen
years show that Canada’s imports from the United States
have ranged from a high point of ^868,012,229 in the
fiscal year ended March 31, 1929 to $232,548,053 in
the year ended March 31, 1933. The greatest exports
to the United States in tne fifteen year period
amounted to $560,701,936 in the year ended March 31,
1921, and the lov/est were $148,529,831 in the year
ended March 31, 1933.
(1). Condensed Preliminary Report of the Trade of
Canada, 1934-35. Page 118.
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The following table showing the percentage
of merchandise imports from the United States to
Canada to the total Canadian imports, the percentage
of the merchandise exports of Canada to the United
States to the total exports, the percentage of duty
collected on imports from the United States to the
total import duties collected, and tne United States
surplus of exports over imports, in millions of
dollars is most interesting.
TABLE
YEAR
Surplus of U.S.
exports over
imports in mil-
1 ions
(Canadian)
Percentage
of Canadian
imports from
U.S. A. to to-
tal Canadian
imports. (mdse.
Percentage
of Canadian
exports to
U.S. A. to
total Cana-
)dian ext)orts
(mdse.)
Percentage
of duty on
Canadian im-
ports from
U.S. A. to
.total Canadiar
import duty.
1921 295 69.0 45.6 63.7
1922 212 69.0 39.5 59.2
1923 161 67.4 39.6 55.9
1924 160 67.4 41.2 58.7
1925 83 64.0 39.0 55.2
1926 123 65.6 36.1 56.1 ’
1927 208 66.6 37.3 57.1
1928 222 64.9 38.9 56.6
1929 346 68.6 56.7 61.2
1930 310 67.9 46.0 61.4
1931 220 64.5 43.7 59.8
1932 107 60.3 40.3 55.4
1933 84 57.2 30.2 55.7
1934 38 54.9 33.6 54.8
1935 72 58.1 34.1 58.5
(1). Condensed Preliminary Report of the Trade
of Canada
19S4-35 Pp. 118-119.
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It is evident that the United States en-
joyed a considerable surplus in the balance of trade
between the two countries during the fifteen year
period. If the surplus shown in the table told the
whole story, the burden of this relationship might
be considered intolerable to Canada. The large ex-
penditures in Canada of tourists from the United
States, however, tend to bring about a better balance
between the two countries tnan is generally appreci-
ated. With due allowance for tourist trade it would
seem that the United States has spend more for
Canadian goods since 1931 than Canadians have spent
in the United States. (1)
The foregoing article and table should
show fairly clearly just how much these two coun-
tries mean to one another. Some of the points men-
tioned will be expanded to some extent in the dis-
cussion of the history of the trade treaties between
the two nations. Before taking up the history, how-
ever, let us look at some illustrative tariff systems
and practices and see how they correspond and differ
in various countries. This study should bring home
the fact tnat the difficulties encountered in
negotiating a trade treaty between nations are al-
most insurmountable in many cases.
(1). The Royal Bank of Canada letter. May 1930.
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CHAPTER 2
TYPES OF TARIFF SYSTEMS
There are a great many classes of tariff
systems and rates "but it will suffice for this dis-
cussion to observe some of the chief features in
the practices of the United States, Canada, and re-
presentative European countries, noting particularly
the various interpretations of the most-favored-
nation clause.
Because of the movement now on foot to
establish a free port in Nev/ York and in order to
overcome the popular misconception of the meaning of
the term, a brief definition of a free port will be
given. It is just half a century since the first
modern free port was established at Genoa, Italy, and
New York’s foreign trade zone will be one of forty or
more now in operation throughout the world. Though they
differ in layout, the underlying theory and the mode of
operating them are similar. The modern free port is an
area within a tariff-protected country into which foreign
goods may come and from which they may be re-exported
without paying duties. They serve the purpose of
enabling domestic exporters to sort, clean, repack,
grade and process foreign products, and in some cases
to combine them with domestic products for shipment
abroad. They do not affect the country’s
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tariff structiire, since any goods which pass out of
the free port area into the domestic market must pay
the regular duties.
The Report of the United States Tariff
Commission on Reciprocity and Commercial Treaties,
transmitted to Congress in 1918 says in part:-
(1) “The survey of the reciprocity experiences
and commercial arrangements of the United States which
is made in this report shows that the country has not
in the past followed a consistent and continuous policy.
It is true tnat there has been a steady current of
opinion in favor of the principle of securing for our-
selves and of extending to others equality of treatment.**
(2) “So far as commercial policy and commercia.l
negotiations are concerned, the evidence presented in
the present report indicates that a policy of special
arrangements, such as the United States has followed
in recent decades, leads to troublesome complications.
Whether as regards our reciprocity treaties or as re-
gards our interpretation of the most-favored-nation
clause, the separate and individual treatment of each
case tends to create misunderstanding and friction
with countries which, though supposed to be not con-
(1)
. Report to Congress of United States Tariff Com-
mission, 1918, Pp. 9.
(2)
.
Report to Congress of United States Tariff Com-
mission, 1918, PP. 10.
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cerned, yet are in reality much concerned. When each
country with which we negotiate is treated by itself,
and separate arrangements are made with the expectation
that they shall be applicable individually, claims are
none the less made by other states with whom such arrange
ments have not been made. Concessions are asked; they
are sometimes refused; counter concessions are proposed;
reprisal and retaliation are suggested; unpleasant con-
troversies and sometimes international friction result."
The report then points out that there would be
a great gain if the United States adopted a clear and
simple policy with equality of treatment as the guiding-
principle. This would mean that the United States would
treat all nations on the same terms and in turn require
equal treatment from every other country. Possible ex-
ceptions to this principle of equality of treatment
are pointed out, and the unique relationship between the
United States and Canada is given considerable attention.
Methods of enforcing equality of treatment are mentioned
and the advantages and disadvantages of both the conces-
sion method and the method of additional duties are
studied. However, as this recommendation has not been
followed to the letter, a more intensive study of it
is not advisable at this time, but rather a brief outline
of the present American practice will be noted. Before
doing this, in order to make the subsequent discussion
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clearer, an explanation of the meaning of the terms
"reciprocity" and "most -favored-nation clause" will
be given.
Reciprocity and Most-Favored-hation Clause *
V/here each of the parties to a treaty makes
special concessions to the other with the intention that
xhe transaction shall be looked upon as a particular
bargain and with the understanding that its benefits
are not to be ext ended automatically
,
generally, and
freely to other States, the agreements is called a "re-
ciprocity" agreement.
In the making of commercial treaties a coun-
try may or may not seek a special and privileged po-
sition, but it has been a matter of especial concern
to each co'antr> to be assured that it shall receive
treatment at the hands of other countries at least as
favorable as that wnicn tne laxxer accord to any others.
Each country desires that such concessions and guaran-
tees as have been made to others snail be extended to
it; also that all which may in the future be granted
to others shall equally be granted to it.
In order to safeguard against oversight at
the moment of making a treaty, and xo reduce the neces-
sity for repetitions, an instrument was devi st^dwhich
^ould automatically assure or offer to newly contract-
* Reference: Report to Congress of United States Tariff
Commission in 1918.
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ing co'ontries tne benefit of concessions made, previous-
ly or afterwards to third countries. That instrument was
the "most-favored-nat ion clause". It is neither the pur-
pose nor the effect of the most-favored-nation clause
to establish a "most favored nation"; on the contrary,
its use implies the intention that the maximum of ad-
vantages which either of the parties to a treaty has ex-
tended or shall extend to any third country—for the
moment the "most-favored"— shall be given or be made
accessiole to the other party; thus in practice to
prevent the establishing of distinctions or discrimin-
ation in the extending of concessions and guarantees.
Both as iregards interpretation and as re-
gards phraseology, there have developed in modern
times two distinct and conflicting usages. Up to the
time of the American Revolution, the favored-nation
provision nad appeared in but one form, that of a
pledge wherein no conditions were laid do?/n as to the
circumstances under which the concessions granted should
extend as between the contracting parties. In the first
American treaty, that made with France in 1778 there
was attached to the usual pledge the qualifying con-
ditional provision-" freely, if the concession
(to the third state) was freely made, or on allowing
(1 )
the same compensation, if the concession was conditional.'*
ilJ Report to Congres of U.S. Tariff Commission. l&1.3,pp.2S0
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From tnat time forward xne most-favored-nation pledge
has been made sometimes with and sometimes without
the qualifying stipulation. Where no such stipulation
is attached, it is customary to speak of the clause
as being “unconditional"; when the stipulation appears
that there shall be compensation the clause is spoken
of as “conditional." It has been the practice of the
United States, almost without exception, to employ the
conditional form. It is the practice of European
States today, but it has not always been, to employ,
almost without exception, the unconditional form.
Among unconditional forms there are dis-
tinguishable at least four, and possibly five types.
The first distinction to be made is that between the
unlimited and the limited pledges; next that betr/een
the unilateral and the reciprocal. In the unlimited
but unilateral type, one country undertakes to give
to the other, without reciprocity any or all favors
and privileges which it has granted or may grant to
any other (tne most-favored) nation. Provisions of
this type are found chiefly in treaties between
States of which one is relatively strong and advanced
and the other relatively weak and backward. In the
reciprocal and unlimited type, tne contracting parties
agree mutually that each shall grant to any other or
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all favors or privileges, in all matters referred
to or not excluded, which it has granted or may grant
to any other (the most-favored) nation. This type
appears particularly in the contemporary treaties of
European States between themselves; it is characteristi-
cally that of the “unconditional “ most-favored-nation
clause. It is gradually being superceded by a type
which may be looked upon either as distinct or as a
mere variation, a type which employs the same phrase-
ology, but with the addition of the provision that the
favors etc., referred to snail be granted "immediately
and without condition." This has been more and more
used in recent years; in the treaties of some coun-
tries it has become the standard type and is employed
almost exclusively. The "immediate and unconditional"
provision appears in three only of the treaties to
which the United States has been a party.
To the favored-nation pledge, whether in
the unconditional or in tne conditional form, there
is frequently added a limitation, in the form of a
provision to the effect that it is not to apply to
or be invoked in connection with special arrangements
such as those between a mother country and its colonies,
those between limithrope countries, or those established,
for reason specified, with countries named.
mere are at least three distinguishable
conditional form. First, there are raretypes of the
rrr-V
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instances of unilateral most-favored nation pledges
in the conditional form. Second, the most-favored-
nation pledge may he reciprccal, expressly conditional,
and general (unlimited.) This is the type in which
the conditional form most frequently appears: The
contracting parties agree mutually that each shall
grant to the other any or all favors and privileges,
or all specified or not specifically excepted, which
it has granted or any grant to any other (the most-
favored) nation, freely, if the concession to the
third is freely made, or on allowing the same com-
pensation, or an equivalent, if the concession has
been conditional. Third, a reciprocal pledge in
the conditional form may be limited, as may the un-
conditional, by special specified exceptions.
The conditional form unlike the unconditional,
recognizes and records a distinction between “con-
cessions freely raade“ and “concessions made in return
for equivalent." It contains the express stipulation
that favored-nati on treatment is to be accorded on a
basis, constantly, of reciprocal concessions.
American Practic e.
When a country signs a trade agreement with
the United States, under what is popularly called the
Hull policy and which calls for reciprocal agreements
(
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with countries having multiple trade relations, it
agrees tnat any concession it may accord in the future
to any other country will likewise he granted to the
United States, without any equivalent being given by
the United States.
Of course the United States binds itself in
like manner to the other country. But the net result
is that any nation contracting with the United States
puts itself in a position where it becomes increasingly
hard for it to drive discriminatory, exclusive trading
barriers with its neighbors. The value of any con-
cession it might give is limited by the fact that it
would have to accord the same privilege to the United
States.
It is hoped that this foreign trade prograjn
of the United States will soon reach a stage where it
will have a definite effect on world economy. The
cumulative effects of concessions granted and obtained
under most-favored-nation agreements will soon begin
to cause changes in trade relations of foreign coun-
tries with one another as well as with the United
States.
Another distinctive feature of American
practice worthy of mention is xne fact that through-
out its tariff history there has been an unbroken
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line of tariff laws in which it has been the uniform
practice, exceot for slight deviations in 1909, to
employ a single list of fixed duties intended for
general application to imports from all countries
alike. It has not been the policy of the United States
to modify its schedule of duties by granting concessions
to various nations with the intention that all the con-
cessions shall be grouped into a supplementary tariff
schedule and be extended to all. The policy of the
United States is usually termed a single tariff system,
European practice .
In Europe, on the other hand, the tariff
schedules have been mostly arranged by negotiations
with individual countries and hence the commercial
treaty pledges of European nations exhibit a great
many variations in intent and wording, and therefore
come under the classification of multiple tariff
system, which involves the establishment of two or
more schedules of duties which are applied to the im-
ports from various countries according to the cir-
cumstances. Great Britain, Belgium, and Denmark are
three important European countries employing single
tariff systems while practically all of the other States
employ one or other of the multiple tariff systems which
are often classified as. Preferential, Maximum and
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Miniraum, General and Conventional, and Combinations
and Modifications.
)
As far as the most-favored-nation clause is
concerned, European States have long since altered
their commercial policies; They nave adopted new
theories and practices in regard to commercial treaties
and treaty bargaining. The commercial liberalism which
met with favor in the leading States of Europe after
the middle of the nineteenth century emphasized the
theory aS-d practices of generalizing concessions -
that is, of extending, without condition, to all
nations entitled to most -favored-nation treatment,
the benefit of concessions made to any. Thus the
use of the unconditional interpretation, became the
common European practice. Notwithstanding later
changes in their commercial policies and tariff sys-
tems, European States have found it still convenient
to generalize tne concessions which they make, and
such being the case, their most-favored-nation prac-
tice has remained, and is unconditional.
Many of these countries now devise the rates
in their statutory tariff schedules with distinct and
particular reference to bargaining possibilities; they
expect to make reductions, on the basis of concession
(1). For further explanation of these see Report to
Congress of United States Tariff Commission 1918,
pp. 462 and 463.
UjJ.
J
r
i
- re
f
.
-
»
*
fTi'C.i t 8;; j'JZ’-Cv 04 i
^
Tv i-.-V/iOv • • ' ,• i-iiil
i ; /
.
,'l^r.c J. V j ijoi'i bnJi
•A
iS'jd
r ^ ^ c i / Jixe 0 . vjio -
, *X'*^ /TOX >i ." "I ^ v’.s-
i i.c- : V"-. 'll: ~
-
-r - -f: i -
> .t*i jj.- .;,: * v vi. r:i>e ui: T , ,.-4...‘r:^o;:oO
- '"j-'ii r..j- 'Xi 9 :i 3
.
-.j'.'u'^i .:!• P 6 0 J r o.::*irr .. • PviTC*??iv
.:•» J,nT^ si X '-.j iT':. . cv f''--
st;s'i.Cvi J ‘rti rovr^> ili’iT’ ?*3 ixi
i'-:. -Tip . .:•>.,? v’xij'^iioc dj&.cr - r.ic o*-;? 'lo. Rltric:
- KiCid^Ha:^. ;.ii.:: j. "ic 0 O-. o.-'ic; v'lOSll^
V?
,
i", i. ,.vs-.e w ^3 i ‘
,
e I w
.
'^oc c,f J03 £j' ii.;'.
Rilj fir-ui . C-" 3 iiyJ •>S 0C -.CO lo : i'i*r.??\X-s£-.:r
o-:? ‘''' Bood , tc-'-loXhI ix;aoi *ibi20S/_ “ire. f)ax;
‘Xuv vi
^
,^t^p^ : /. . jp.r,0'>.;c^.v^ aoiw'-os
briB Q^lolioc IBIOT3 isco 'lir^ri^ rJ 393x1- !.c
*:-:vi.;::;. vhnD rj.r-fa ?i ^i^Lol -jVi'r. XTxieqoajj-S ,cXic- +
hi^'t LC-iriW C 0i:oe 0 -t 3
-^/ Xr^TOi.© ^ oj
^e-. ^r;J 3x1x90 .'^r;x;2
Ixa.oOiiL' "i otiJ
V'
s.'B*x e:.o opJ,vt;u woi; 7 ei*xji.,;oo 93^1.. jr-
iixs oonitois li^iv $cjufx>. Ds •: Tooix^-Bo''- zi^rt ai
*' i ; I?' c- X X i X I ' oo^^-vi o. i ii 1*0' . *: -o c-3 9 X^ xi? 'xe x x S 00 i J x
.
bc[
r. f"-.-:-'o.-:co lo •: ^ pxjoi' sxi; x ‘
,
x; o9X ?*:;r... i'c^-c-to
Oi Xx. r;^H ^oa ©8“ X.>Q UCJ-J li
^JfJI noi _>£ Xfl:j*od
'i'i^:xu-/i' r-o *.->' -
- 0X 0 xol
. {
. :.;
. cr
'
'i-,
t*
-29-
for concession, by negotiation with other countries
individually, and tnen to extend the benefit of all
their reductions, generalizing them, to all the coun-
tries with T/hich they have most-favored-nation agree-
ments.
Some peculiarities found in various coun-
tries are deserving of mention. In the Netherlands,
for exainple, a system of complicated monopoly con-
trols has grown up, in addition to tariffs and quotas.
Foreign negotiators must know all sorts of fees, im-
port licenses and similar requirements before they can
judge of the value of any concession that might be
offered to them. Spain has other quotas and exchange
controls to plague the negotiator. France has a
quota system which, although it has been fairly equably
applied, is a greater barrier to trade than its tariff
duties. These particular nations have been mentioned
because together with Switzerlana and the Central
American countries, they are the nations most likely
to conclude trade agreements with the United States
in the near future.
Canadian Practice *
Up to this point only the American and
European practices have been discussed and compared.
*Refer ence ; Report to Congress of the United States
Tariff Commission, 1918. Page 505.
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The Canadian situation has been purposely avoided be-
cause it can be more clearly presented in itself as
its unique connections set it apart from tne nations
already considered. Moreover, the question of tariffs
has been a political football in Canada ever since
Confederation. The Liberal Party has constantly ad-
vocated free trade especially with the United States,
while tne Conservative party has been strongly pro-
tectionist in its policies. It was not until the
ground work for the 1935 Reciprocity Act was being
laid that there was any semblance of agreement between
the two parties. The effects of tnis lack of a national
policy on Canada's international connections in the past
will be brought home more specifically in the sections
dealing with the history of the relationships between
United States and Canada.
The Canadian tariff system is a multiple
tariff one of the "Preferential" Type devised for
effective bargaining with European countries. It dif-
fers from the European systems, however, in that it
established by its own legislation a regime of special
treatment in favor of others.
In tne Canadian tariff there are three
schedules of duties, all enacted by law - a general,
an intermediate, and a British preferential schedule.
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The rates of the general schedule are applied to im-
ports from all countries not entitled by law or by
treaty to special treatment. The intermediate schedule
is intended as an instrument for negotiation - its
rates may be applied to the products of any country in
consideration of benefits satisfactory to the Governor
in Council. Since 1897 Canada has given preference to
imports from the United Kingdom. The preference con-
sisted originally of a reduction of one eight from the
general duties on almost all dutiable articles; in
1898 this reduction was made one-fourth; and in 1900
it was made one-third. In 1906 the uniform deduction
was discontinued and specific rates were prescribed
for British goods. By this change it became possible
to adjust the preference to the individual requirements
of trade in given articles; it also rendered simpler
the calculations to be made by customs officials.
South Africa, Australia, and Hew Zealand
have all followed the example of Canada in the es-
tablishment of a preferential schedule in favor of
certain British articles.
The Ottawa Agreements in 1932 further differ-
entiated the British preference, not so much by lowering
the British duties as by raising the general rates, par-
ticularly against products from the United States.
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One particular feature of the Canadian
system, up to the time of the 1935 Reciprocity Act,
has been the arbitrary method of evaluating imports.
Whereas in most systems the list price in the export-
ing country is taken as the base for computing the
duties, in Canada many of the products imported were
evaluated arbitrarily with apparently very little
thought being given to the list price in the export-
ing country.
All British Empire countries, of course,
receive mo st-favored-nation treatment from Canada
and in addition many nations with whom treaties have
been negotiated under the intermediate rates receive
the benefits of the status. According to the Canada
Year Book, 1934-1935 the Dominion extends most-
favored-nation treatment to the following non-Empire
Countries:
Argentine Republic; Austria; Belgium and
Luxembourg; Belgian colonies, posessions and mandated
territory; Brazil; Colombia; Czechoslovakia; Denmark;
Estonia; Finland; France and French colonies; Germany;
Hungary; Italy, colonies and possessions (now affected
by economic sanctions); Japan; Latvia; Lituania;
Netherlands; Netherlands Indies, Surinam and Curacao;
(1). Halifax Herald, Nov. 20, 1935, Editorial.
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Norway; Portugal, including Madeira, Porto Santo and
Azores; Rournania; SerCroat-Sl ovene Kingdom (Yugo-
slavia); Spain; Sweden; Switzerland; Venezuala.
The foregoing brief outline of the various
tariff systems now in practice illustrates the diffi-
culties which confront negotiatiors of reciprocity
agTeeraents and serves as a basis for a study of the
history of the more important Canadian-American
Agreements and disagreements from 1854 to 1934.
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CHAPTER 3
HISTORY OF AMERICAN-CANADIAN TRADE
RELATIONSHIPS 1854 - 1934-:^
The Reciprocity Act which went into effect
last January was hut the latest of a long series of
attempts which have been made to bring Canada and the
United States, by the removal of commercial restrict-
ions, into closer commercial relations. Only once
has such an attempt been successful. A reciprocity
treaty negotiated in 1845 was ratified, was put into
force in 1855, and remained in force for eleven
years
.
Until the year 1846 the British North
American Provinces had not a commercial policy of
•K-Reference : For history to 1911:
(1)
.
Report to Congress of the United States Tariff
Commission, 1918, PP, 22, 23, 63-66, 82-85,
93”97, 365,
(2)
. U. S. Foreign Relations, 1873, Pt. II Vol. III.
PP. 410-424.
(3)
. U. S. Foreign Relations 1893, Page 330.
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their own. In tneir relations with other countries
they were governed from England: British interests
and policies, rather than Canadian, determined the
form and the course of their relation with other coun-
tries. While this was the case, efforts of the
United States to establish freer intercourse with the
people of the Provinces proved futile. “The Govern-
ment of the United States," wrote Henry Clay in
1826, "has always been anxious that the trade between
them and the British colonies should be placed upon a
liberal and equitable basis. There has not been a
moment since the adoption of the present Constitution
when they were not willing to apply to it the prin-
ciples of a fair reciprocity and equal competition;
there has not been a time since the same period when
they have understood the British Government to be
prepared to adopt that principle. The struggle on
the side of Great Britain was to maintain her monopoly
and on that of the United States to secure an equal
participation in the trade and intercourse between
them and the British colonies. "
^
This applied to
the British West Indian colonies as well as to the
Canadian Provinces.
The great revolution in colonial and com-
mercial policy which was carried through by the
(l ) . Report to Congress of the United States Tariff
Commission 1918, Page 63.
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British Government in 1846 and the years immedis-tely
following made it at once possible and necessary for
the North Merican Provinces to seek closer commercial
relations with the United States. "Canada", which
then consisted of the United Provinces of Upper and
Lower Canada (later Ontario and Quebec), was hard hit
by the repeal of the Corn Laws, under which grain
from the Provinces had been admitted to Great Britain
at generously preferential rates. The Maritime
Provinces also suffered, though not in equal degree,
in their shipbuilding and seafaring interests from
the repeal of the Navigation Acts, and in their forest
industry from the reduction of tne preference in the
British duties on lumber.
Tne withdrawal of the British preferences
forced the colony to shift for itself and produced
for the time being a most depressing effect upon its
commerce.
But the legislation of the Peel government,
although it thus threw tne Provinces upon their own
resources, afforded to them by that very fact the
opportunity to act for themselves. An amendment in
1846 to the British Possessions Act put it in their
power thereafter to initiate and determine their own
commercial policy.
It became possible, then, for Canada to choose
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arnong three divergent policies. She might seek to
subordinate foreign to domestic trade, by protection
and counties, and to secure her independence of
American canals and railroads, by building up a trans-
portation system of ner own. Or she might, going to
the other extreme, cast in her lot with the neighbor-
ing Republic, and ask for annexation. Or, between
these two extremes, she might seek the necessary out-
let for her products in and through the United States,
and yet retain her political connection with the
mother country. Each of these possible policies had
its advocates, and the situation was further complicated
by internal dissensions arising from racial and reli-
gious antipathies. Of these possibilities, the course
most promising at the time was that offered by the com-
promise policy of close commercial relations with, but
political independence of, the United States. To this
plan the Canadian Government committed itself, with
the hearty acquiescence, from the beginning, of Great
Britain.
But there were two obstacles in the way of
reciprocity. One was tnat Canada had little to offer
for which tne United States cared to bargain. Out-
side of tne border States little was known in the
United States of Canada's possibilities. Imports
into Canada were relatively small in amount and not
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rauch impeded by the tariff, which had nov; been reduced
to an average of 7-Jyo ad valorem. Previous to 1846 there
had been but four years in which the total exports of
the United States to all the British Provinces in Worth
America had exceeded |6, 000, 000; and in no year had the
imports therefrom reached ^2,000,000. A more important
obstacle to adequate consideration of Canadian trade
relations lay in the fact that the attention of the
United States was taken up with the Mexican War, The
prosecution of that war, the terras of peace, the organi-
zing of the territory acquired, and the problem of ex-
tending or excluding slavery - all involving grave con-
stitutional questions - occupied Congress so completely
that there was left little time or interest for such a
matter as Canadian commerce. These two groups of
factors, rather than any positive opposition in the
United States to reciprocity, delayed for eight years
efforts to arrive at an agreement.
Treaty of 1854.
When finally signed and ratified the Recipro-
city Treaty of 1854 provided “that the United States
and Canada should enjoy mutually the Atlantic coast
fisheries and the canal systems of both countries and
provided also for the use by Americans of the St.
(l). Report to Congress of the United States Tariff
Commission, 1918 page 22.
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Lawrence River and t>y British subjects of Lake Michigan.
With respect to commerce, it virtually established free
trade in natural products between the United States and
the British North American Provinces. It was to run for
ten years, and thereafter subject to two years' notice
for termination."
The effect of the reciprocity arrangement on
the trade between Canada and the United States has been
a matter of dispute from the time of the ratification
of the treaty to the present day. This has been due in
part to the highly unsatisfactory character of the
statistics of both the United States and the British
North American Provinces during the period when the
treaty was in force, and in part to the fact that there
were in operation contemporaneously with the treaty a
member of other factors which peculiarly affected the
volume of trade between the tv/o countries.
The treaty achieved the main purpose for
which it was negotiated - relief of the tension over
the fisheries controversy; but it did not have the
effect of stimulating the American fishing industry.
The opening of the St. Lawrence River and the Canadian
canals to American shipping did not result in an in-
crease in A;nerican traffic on those highways, but it
did afford a choice of routes, v/hich relieved con-
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gestion and insured reasonable railway rates to the
Atlantic seaboard.
In any attempt to estimate tne effect of
the tariff changes on the trade between Canada and
the United States, cognizance must be taken of a
ntunber of factors which complicated the situation
and of facts which make calculations difficult. The
investment in Canada of great suras of English capital,
the Crimean War, tne opening of ne?; settlements areas
in the West, increase in population, improvement of
transportation facilities, speculation, a commercial
crisis in both countries in 1857, financial difficulties
leading to a fundamental change in Canadian fiscal pol-
icy, and finally, the Civil War - all these influenced
the course of developments both within each country and
between the two, making it impossible to determine con-
clusively with regard to various increases and decreases
whether they were or were not consequences of the treaty.
Nevertheless there resulted from the treaty
increased trade between the two countries which was
more marked in regard to imports from Canada than in
regard to exports to Canada. During the treaty period,
the relative share of the United States in Canada’s
import trade increased; after the termination of the
treaty, it decreased. While the treaty actually
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benefited some American producers and injured none
save fishing, lumber, and possibly coal interests -
and these in small degree - it was, on the whole, of
greater benefit to the export trade of Canada than
to that of the United States. It was anticipated
when the treaty was concluded that such would be the
case, but it was expected that the United States
would be compensated for this by the opening of the
Canadian coast fisheries and waterways and by the
benefits to American railways and commission houses.
These expectations were fulfilled in a considerable
measure \mtil tne revision of fiscal policy in Canada
and the conditions of the Civil War in the United
States altered the situation. During the eleven years
of the reciprocity period, the total trade between the
two countries increased approximately threefold, and,
for the United States, the trade with Canada became
second in importance only to that with Great Britain.
How much of this was due to the improvement in general
relatione between the two countries and how much to
the reciprocity provisions of the treaty can not be
determined. But it may safely be asserted that, in its
several features, the reciprocity arrangement contributed
largely to the very considerable growth of trade and
that both countries were benefited by it.
The main causes which brought about the
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abrogation of the treaty were the adoption of pro-
tectionist principles and practices in Canada during
the Civil V/ar, and the need of increased revenue in
both countries. To these may be added the dissatis-
faction of the fish, lumber, and coal interests in
the United States.
During the term of the reciprocity a national
consciousness had developed in the Canadian provinces,
in fact although no actual union took place, the trend
in commercial dealings was from the vertical to the
horizontal plane. Then too, at the end of the Civil
War the South demanded and received, because of the
hostile feeling at the Canadians’ attitude to the war,
a greater share of the agricultural trade of the North
thus depriving the Canadian provinces of a great deal
of their agricul t^ural market. The indifference of the
United States Congress and tne fear that it would be
a blow to the policy of protection also helped to close
the door to a further reciprocity agreement.
The termination of tne treaty involved the
termination of the arrangements which had relieved the
polical tension in Canadian-American relations. It
offered the possibility of serious political consequences.
The action of the United States and the hostile attitude
of the American people of which it was an evidence, were
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prominent among the factors which brought about, in
1867, the uniting of the Canadian Provinces into the
Dominion of Canada.
The commercial effects of the abrogation
were less than had been expected. In so far as trade
was affected at all, it was the United States rather
than Canada that suffered. The chief direct effects
on the United States seem to have been to lay the
burden of certain duties on the American consumer and
to divert from America,n railways and merchants a part
of the business of transporting, handling, and re-
exporting Canadian oroduce. The chief indirect re-
sult was to establish among the Canadian people a
sense of grievance which affected trade to some ex-
tent and which undoubtedly contributed in no small
measure later to Canada's rejection of reciprocity
when the United States finally proposed it.
The following table showing the exports
and imports in millions of dollars of the Province of
Canada and of the Dominion of Canada, to and from the
United States from 18oS to 1870 depicts to some ex-
tent the effects of the reciprocity and its abroga-
tion, but, of course, the effects of natural growth,
etc.
,
must be kept in mind.
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(1 ) TABLE II
Year Total exports Total imports
to U.S. in rail- from U.S, in
lions. millions.
(Canadian) (Canadian)
Province
of Canada
1853 15 14
1854 19 19
1855 30 35
1856 40 37
1857 43 34
1858 31 16
1859 34 18
1860 37 17
1861 36 31
1863 38 35
1863 — 33
1864 36 33
1865 41 30
1866 — 30
1867 45 30
Dominion
of Canada
1868 45 33
1869 46 21
1870 53 22
(1). Taken from tables in the Report to Congress of
the United States Tariff Commission, 1918.
Page 83, 83
,
and 84.
a)
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Relationships for the Next Forty odd Years
For thirty years after the termination
of the reciprocity treaty, Cstnadians continued to ex-
press a desire for reciprocity and they made over-
tures several times to that end. Her proposals through-
out were moved by the desire to gain for her natural
products access to the American market, and one propo-
sal differed from another only in v/hat it offered in
exchange.
At first Canada's statesmen looked upon the
attitude of the United States as transitory; they ex-
pected an early return of sentiment favorable to re-
ceprocity. Accordingly, the successive tariff acts
of the Dominion retained the moderate level of duties
introduced just before Confederation; the free list
continued to include most of the articles that had
been free under the treaty, and there were added to
it raw materials and partly manufactured goods that
were essential to various manufacturers, shipbuilding
and railroads. One change was made, indeed, that was
to play an important part in later negotiations - the
imposition of an export duty upon pine, oak, and
spruce logs to encourage sawmilling by offsetting the
American duty upon lumber. Meanwhile, scarcely a
year was allov/ed to pass without an effort to reopen
discussion with the American Government.
In 1869 circumstances seemed propitious and
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Canada offered, in return for free admission of Ca-
nadian natural products, free “access to the inshore
fisheries, enlargement and use upon equal terms of
the Canadian canals, free navigation of the St. Law-
rence, partial assimilation of customs and excise
duties, the concession of an import duty equal to tne
United States internal -revenue taxes, and the free
admission to each country of certain manufactures of
(1 )
the other." But the American Government did not
even give these proposals serious consideration. Pro-
voked oy tne rebuff, and finally dispairing of suc-
cess tnrougn conciliatory measures, the Canadian
Government in the spring of 1870 made a tentative
experiment in retaliation. Duties were put upon salt,
coal, grain, flour, and hoos, with the provision that
the Governor General in Council might suspend these
“whenever it appears to his satisfaction that similar
articles from Canada may be iraoorted into the United
(2 )
States free of duty." me effect of this was unsatis
factory in Canada, and it influenced American policy
not at all. Accordingly, in the follov/ing year the
Canadian Government repealed the duties.
(I
.) & (2.) Report to Congress of United States Tariff Com
mission, 1918, Page 93.
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Despite the persistence with which Congress
rejected Canada's reciprocity proposals tnere was an
important and active element, both in the country
generally and in Congress, that favored more liberal
commercial arrangements with tne growing market in
the north. The chief commercial organizations of the
country strongly favored the negotiation of a new trea-
ty, petitions came to Congress from boards of trade and
similar organizations in the largest and most important
cities, various State legislatures passed resolutions
to the same purport, and many of the leading papers
advocated the cause. This body of opinion was not,
however, of sufficient authority to coinmand the neces-
sary support in Congress.
In 1871 tnere was concluded between tne
United States and Great Britain the treaty of Washing-
1
ton. “It was agreed that for the use of me uan-
adian fisheries the United States would concede free
admission of fish and oil, and in furtner compensa-
tion woula pay any sum fixed by a commission to be
appointed later for the purpose.. The arrangement
concerning the fisheries was to endure for ten years,
and thereafter until the end of the second year fol-
lowing notice by either party of a desire to terminate
it. Reciprocal provisions were made for the use of
1. U.S. Foreign Relations, 187B, Pt . II , Vol . Ill ,Pp. 410-
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national v;atere and waterways, and the American Gov-
ernment further engaged to urge upon the State gov-
ernments to grant the same rights upon State canals.
The treaty also provided for the transit of goods in
bond free of duty through either co'ontry to the other."
The treaty was a bitter disappointment to
Cana^da, where it was felt that England, in disposing
of the fisheries a.nd waterways controversies, had
thrown away the most effective lever for opening the
American market.
From 1871 to 1874 both countries devoted
themselves to internal development, but in 1874 a
1
treaty was drafted wherin "the free list not only
contained the articles which had appeared in the trea-
ty of 1864, but also, in addition, agricultural im-
plements, boots, shoes, furniture, vehicles, print-
paper, steel, leatner, and wool. But there v/as in-
cluded a provision whereby everytning made free to
the United States was also to be made free to Great
Britain; therefore when President Grant sent the
draft of the treaty to the Senate and asked for ad-
vice, it was returned with the opinion that it was in-
expedient to proceed with the matter."
1. Report to Congress of the United States Tariff Com-
mission, 1918. Page 96.
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The rejection of xhe treaty cauae in the
midst of the business depression which followed the
crisis of 1872. Hard times prevailed on ^otn sides
of the border, but owing to her less hignly develop-
ed business organization Canada suffered less than
the United States, and prices there were somewhat better
maintained. This led to a preponderance of imports
from, over the exports to, the United States - a phe-
nomenon which strongly influenced public opinion,
since it was construed as a reversal of what nad been
previously, for Canada, a "favorable" balance of trade.
Depression and low prices in the United States great-
ly stimulated American exoorts to the Dominion, and the
subsequent change of trade currents was destined to be
maintained, with a few exceptions, for over a decade.
The result was to give.more strength to the growing
demand for protection in Canada. Fiscal conditions
combined with those of a more general economic nature
to promote a higher tariff policy. The decrease of
Canadian imports from all countries, by diminishing
the customs receipts, caused recurring deficits that
greatly embarrassed the achninistration.
In the years immediately following this
rejection, tne attitude of the United States was
resented throughout Canada, and, when the Conserva-
tives were overwnelmingly r.eturned at the polls in
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1878 on the strength of their promised retaliatory
policy and their motto “reciprocity of trade or re-
ciprocity of tariffs,” the movement toward protect-
ion in Canada was given a great impetus.
In 1884, after Canada's foreign trade had
attained a remarkable growth, there began a depres-
sion from which it did not recover entirely until
1890. This encouraged the Liberal Party to renew
the agitation for freer trade with the United States,
while an active, though unofficial group, carried
on a widespread and effective propaganda in favor of
a complete, commercial union. As it happened the re-
opening of negotiations between the two countries
was at this time practically forced by two circumstan-
ces - one was Canadian discrimination in transporta-
tion rates; the other, more important, was the ab-
rogation by the United States of the fisheries clauses
in the treaty of Washington.
The abolition of tolls on the Erie Canal
in 1882, which enabled vessels thereafter to pass
free on all American canals, diverted much traffic
from the Canadian routes. On the Canadian canals the
charges were 20 cents a ton, and to remove this dis-
advantage tnere was establisned in 1884, a drawback
of 18 cents per ton upon shipments to Montreal, while
upon cargoes going to American ports the full rate
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was maintained. Hext^ the Canadian Pacific Railway
(completed in 1885) offered transcontinental traf-
fic rates too low for the American lines to meet.
The sense of injustice which these mea-
sures aroused in the United States was intensified
by the treatment which Canada accorded to American
fishermen.
Then Canada offered a settlement of the
fisheries difficulty . in consideration of a mutual
arrangement providing for greater freedom of com-
mercial intercourse. The rejection of this pro-
posal in 1888 marked the climax of the ill feeling
which had persisted from the time of the Civil War.
Thereafter this feeling gradually gave way to a
more friendly and conciliatory attitude.
There still remained open the matter of
Canadian rail and canal discriminations. As a means
of settling this, President Cleveland, wno had wise-
ly refrained from enforcing tne non-intercourse act,
requested in a soecial message of August 22, 1886,
the power to suspend free transit through the United
States of goods shipped oetween Canada and foreign
countries; but Congress failed to take action. The
situation was to some extent improved in 1889 through
the entry of the Canadian Pacific Railway into the
Transcontinental Rates Association. By the act of Ju-
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ly 26, 1892, the President was instructed xo counter-
vail discriminating rates on the Dominion canals by
suspending tne free passage of Canadian vessels using
the Sault Ste. Marie Canal and imposing retaliatory
tolls. Canada tnereupon substituted for her former
charges and drawback a uniform toll of 10 cents per
ton, payable on both the Welland ana (or) the St. Law-
rence Canals. This was a concession in form rather
than in substance; but the American charges were re-
moved and the retaliatory practices were discontinued.
From 1891 to 1911 reciprocity ceased to be
a practical issue. In Canada, where it had been a
feature of political platforms for half a century,
there was no formal disavowal; on the contrary the
Canadian tariff, until 1897, continued to include an
offer of reciprocity in natural products; but every-
one knew that the provision was meaningless. The
Canadian public gradually lost interest in a policy which
appeared to be impossible of realization, and efforts
were concentrated upon fostering the means of domestic
traffic and opening the necessary markets for Cana-
dian exports in other parts of the world.
In the United States, there was enacted in
1897 tne Dingley Tariff Act. This act affected commer-
cial relations witn Canada in several ways. It con-
tained a provision for increasing the import duties
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upon lumber by an amount equal to the export duty
which Canada had imposed upon logs. The threat was
sufficient to cause Canada to remove her export du-
ty. But the United States gained practically no ad-
vantage thereby, for in 1900 the Province of Ontario,
and later British Columbia, Quebec, and New Brun-
swick enacted requirements that timber cut on the
Crown lands should be manufactured in Canada. These
laws proved more effective than the Dominion’s ex-
port duty and actually encouraged a very considerable
transfer of American capital and enterprise to the
forests of these Provinces. No other provision of
the Dingley Act was aimed specifically at Canada,
but the rates named in the act were so high as to be,
under normal conditions, almost prohibitive for some
Canadian products, such as barley. The influence of
the act was shown not in an actual decrease of Ame-
rican imports from Canada, but in the failure of
those imports to increase in proportion to the grow-
ing aoility of Cajiada to compete in the American mar-
ket .
Barred from the United States markets by
i^he rates of the tariff of 1897, Cajiadian producers
turned their attention to developing better markets
in the mother country and in otner British colonies.
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As an aid in this direction the Canadian Government
provided in its; tariff act of 1897 a system of pre-
ferential duties upon British imports.
The preferential arrangement as revised in
1898, applied to imports from the United Kingdom and
such British colonies and possessions as gave equally
favorable treatment to their imports from Canada. The
preference was originally a uniform fraction of the
general duties; later it was reduced on a few com-
modities - especially woolens- owing to complaints
of domestic manufacturers and in 1907 the preferential
duties were made a separate schedule, independent of
the general rates.
Meanwhile, the policy of the Canadian
government had become, as already explained, as strong-
ly protectionist as was that of the United States. It
is true that the Canadian duties were usually not so
high as the American, but, according to the evidence
of the debate in the House of Commons, they were
arranged so as to discriminate as far as possible
against American imports; and the tariff was sup-
plemented by other measures, some intended to dis-
courage imports from the United States and some cer-
tain to have that effect, whether intended so or not.
Prominent among the latter were an extremely stringent
patent law; the imposition of a tax of 15 cents a
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pound upon the admission of foreign circulars, ad-
vertising matter, etc; and the addition to the
tariff act (in 1904) of an “Anti -dumping” clause.
Mention has already been made of the en-
couragement given by the Canadian Covernment to the
construction of railway lines east and west rather
than north and south. Such routes as were thereby
afforded were, however, considerably more expensive
and involved greater delay than transportation to
and from the American centers. Therefore neither
politics nor sentiment was able to prevent the gradual
multiplication of branch lines across the border. In
1910 not only had the direct trade with the United
States increased enormously, but of Canada's exports
to the other countries no less than 2,ljo was still
shipped through the ports of the United States. But
Canada's railways had opened for her producers a
substitute for the American market which was especially
useful when that market was over supplied, unduly mani-
pulated, or closed by the tariff.
A more fundamental economic obstacle to
the growth of commerce was the fact that among
Canadian products there were but a limited number
which the American consumer desired. This had a
counter-part in the fact that there were some Cana-
dian needs which American producers could not supply.
The unequal industrial development of the
two countries placed a limit to the kinds and quantities
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of goods which Canada could sell to the United States.
Of nearly all the manufactured articles which figured
in the trade, with the exceptions of paper and flour,
Canada bought more from the United States than she
sold there.
On the other hand, an examination of the
figures of Canadian imports from the United States
makes it abunduntly evident that the growth of
Canadian industry and the establishing and mainten-
ance of protective duties aimed principally at the
wares of the United States had remarkably little
effect in reducing imports from that country, although
it is possible that the duties may have retarded the
rate of increase of these imports.
That the trade between the United States
and Canada underwent an unprecedented development in
spite of these deterring factors is a notable il-
lustration of the weakness of artificial barriers
against the potent economic forces controlling com-
merce between neighboring countries. The more im-
portant of these forces in this instance may be briefly
indicated. Of primary importance: Commerce between
the United States and Canada was in many essential
respects more in the nature of domestic than of for-
eign trade. Propinquity, similarity of speech, of
commercial law, of business methods, and of monetary
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units facilitated the transaction of business. Trade
descriptions, price quotations, credit systems, com-
mercial ratings were developed in like manner and put
to like uses in both countries. Similarity of en-
vironment, racial relationship, and frequency of inter
course resulted in an identity of fashions, habits,
and wants. There was an active movement of tourists
and settlers in both directions. All these things con
tributed to make the trade between Canadians and
Americans the same as the trade of each with their
fellow countrymen, and thereby tended to foster it.
Side by side with the interests and habits
thus shared in common, there were differences in the
physical resources and technical development of the
two countries that made exchange of many articles
profitable and, indeed, necessary.
There were other more special reasons for
commercial growth. Investments of American capital
in Canadian industries often took the form of the
establishment or purchase (in whole or in part) of
the enterprises to be controlled and officered by
American business men.
There was an extensive similarity of ind-
ustrial requirements and needs in the two countries.
Many patterns created in the United States to meet
special American needs were produced nowhere else.
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Iftider these circumstances the greater part
of Canada *s import trade was supplied hy the United
States. What Canadians purchased from other co\in-
tries was, in the main, precisely what the people of
the United States also had to import.
In sum, the growth of Canada's prosperity
and population was reflected in her trade with the
United States. V/hile Canada's legislative restrict-
ions may have modified the character of the trade,
they seem, however formidable in appearance, to have
had little effect upon its volume. The development
of her domestic industries displaced some American
products, but it created a new demand for others.
Upon the whole, history probably affords no better
example of the degree to which the growing prosperity
of one country accrues to the benefit of its neigh-
bors
.
Attempt at Reciprocity 1911
.
In the framing and exactment of the tariff
act of 1909 Congress made an approach to the two-
schedule tariff system. The rates of the maximum
schedule were to be applied to all countries not
found to be extending satisfactory treatment to the
products of the United States, and those rates
amounted to a penalty duty of 25^ ad valorem - in
addition to the regular duties - on all goods on the
dutiable list
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Canada found herself, along with other
countries, threatened wirh the maximum duties; their
application would without doubt very nearly have put
an end to her export trade with the United States and
would probably have brought on a disastrous tariff
war.
Hoping to avert this needless blow to the
business interests of both countries the United States
made several attempts to reach some reciprocal agree-
ment with Canada,
It was at length agreed that the United
States Government was to be satisfied with the ex-
tension by Canada of the intermediate instead of the
general rates in application to thirteen articles im-
ported from the United States. Among these articles
were soap, tableware, cottonseed oil, leather, per-
fumery, watch movements, and photographs. These re-
ductions would have very little fiscal effect; in
the previous fiscal year the articles of the group in
question had been imported into Canada from the United
States to the value of ;|4,814,293, and the proposed
reduction in the duties would - it v/as estimated -
involve a loss of revenue to Canada, assuming im-
ports to remain the same, of only $192,814.
It was in this manner that the new movement
for reciprocity had its origin; but when once under
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way it was given momentum in the United States by
the operation of another provision of the tariff
act of 1909, namely that imposing retaliatory duties
upon Canadian wood, pulp and paper. Tne use of
news-print paper in the United States nad been grow-
ing very rapidly, but the imports of paper and pulp
from Canada, which had a practically unlimited
potential capacity for producing both, had amounted
to but an insignificant percentage of the consumption.
It was generally believed by American consumers
(principally the press) that their interests had been
sacrificed in the tariff for the benefit of a manu-
facturing combination. By the tariff act of 1909, a
sliding scale of duties upon paper heid been arranged
to reduce the rates generally applicable. But the
reductions did not affect Canada, since it was ex-
pressly provided that the rates of the previous tariff
should continue to apply towards any country or de-
pendency which levied an export duty upon wood, pulp,
or paper; and in addition that a contravaling duty
be collected equivalent to the export duty of the
producing country. This provision had been framed
for the particular purpose of retaliating against
the export duties of the Canadian provincial gov-
ernments.
A reciprocity arrangement was finally
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negotiated at Y/ashington in January, 1911. Two points
were settled quickly to the satisfaction of both sides.
One was that the arrangement should take the form of a
current legislation instead of a treaty, for the rea-
son that the Canadians wished to be free at any time
to annul it if it should prove after trial to be un-
favorable to their interests. The other was that
Canada would not exchange the right to the inshore
fisheries for the free admission of fish to the United
States. The Canadian representatives consented, how-
ever, to annul the license charges which had been re-
quired of American fishermen under the modus vivendi
of 1887, and to retain only the nominal fee of a
dollar a year upon each vessel as an evidence of un-
impaired national control.
The arrangement affected nearly one half of
all the imports into the United States from Canada,
but only one fifth of the imports into Canada from
the United States. The articles placed upon the free
list included more than forty percent of the United
States imports from Canada and less than ten percent
of the Canadian imports from the United States. Of
the articles placed on the free lists, there had been
on the dutiable list of the United States over seventy
six percent, in Canada less than seventeen percent.
The previous United States duties were to remain on
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less than 57b of the imports from Canada; and the Cana-
dian duties were to remain on more than 35-^ of the
imports from the United States. The Canadian imports
from the United States, however, were of much greater
total value than the United States imports from Canada;
and the absolute values of the imports to be affected
in each direction, were almost the same.
The most important results of the agreement
would have arisen from free achriission of rough lumber
and the reduction of duties upon dressed lumber, laths,
and shingles.
Such then, were the character and the possi-
bilities of the agreement. It should be noted that
its provisions were addressed exclusively to import
duties. By this arrangement Canada was to obtain
practically everything that she had formerly sou^t by
way of reciprocity, while her concessions were to be
little more than those which she had already extended
to most countries, but not to the United States, through
the operation of her conventional tariff.
After some discussion the bill passed Congress
on July 22, and it was approved by the President on
July 26, 1911. In Canada, however, it was a different
picture.
During the preceding 20 years, the growth
of cities, the building of east and west railways, the
ovincial traffic, the diversi-establishing of interpr
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fication of industries, and the development of overseas
markets had been attained in spite of the refusal of
reciprocity. Business had adjusted itself to prevail-
ing conditions; there was greater and more general
prosperity than Canada had ever knovm before. Con-
servative leaders contended that a sudden change of
policy was uncalledfor and ill advised at a time
when Canada’s production was greater than ever before,
when markets and transportation facilities were ade-
quate and the prices received by Canadian producers
the highest they had ever been. They even asserted
that any benefits which might be expected to flow
from the conclusion of the arrangement would pro-
bably soon come to Canada without concession, through
changes to be made in the American tariff by the
Democratic party.
Perhaps the most telling point they made
against the proposed arrangement was the security as
to the length of its duration. Also they pointed out
that Canada would be unable to make any change in her
tariff without the consent of Washington - her com-
mercial agreements would be subj ect to approval or
veto by the United States Senate; even the British
preference might, upon the demand of Congress, have
to be sacrificed.
Even more effective with the electorate.
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though less well founded, was the argument that
reciprocity would be a fatal blow to Canada's in-
dustries and would undo all that had been achieved by
the ^national policy"; Canada would be reduced to the
position of a producer of raw materials, while all
the skilled and highly paid labor would be performed
in the United States.
But it is not likely that the agreement
would have been defeated in Canada upon economic
grounds alone, for in reality it offered no threat
to any existing Canadian industry, and it promised
benefit to the farmers, fishermen, and lumbermen,
whose political influence was very great.
Rather it was the blundering remark of
Champ Clark that the proposed reciprocity act would
be “the first step in annexation of Canada." So far
as reciprocity was the real question of the voters
there is little doubt that the decisive factor was
the fear that commercial intimacy would lead to
annexation. In fact it is the unanimous judgement
of observers who watched without prejudice the pro-
gress of events in Canada that the fear of annexation
was more potent than all other causes combined in de-
feating the Liberals, on the basis of reciprocity.
The result of the elections of course put an end to
further consideration of the reciprocity measure.
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The events of 1911 constituted an interesting
reversal. Whereas in previous years reciprocity had the
active support of tne Canadian people, it was now re-
jected by popular majority at the polls. In any earlier
period it had been made by Canadian statesmen the sub-
ject of repeated overtures and proposals which had
fallen upon deaf ears in the United States, In 1911,
both the administration and the legislature in the
United States gave the project their approval only to
see it rejected in Canada by the electorate.
Also the events of 1911 pointed out the
great part played by party politics in the trade
relationships of a country and to what extent propa-
ganda may be used in order to g-ain an end.
It will have been noticed that this last
and the other attempts at reciprocity together with
the reciprocity of 1854, have been given considerable
attention, perhaps more than would seem to be justified,
but the factors entering into international negotiations
are so well portrayed by them that a more brief discuss-
ion might leave something to be desired.
Moreover the relationship between Canada and
United States from 1911 to 19S5 offers very little,
with the exception of the Hawley-Smoot Tariff and the
Ottawa Agreements, which would serve constructively as
the basis for the study of the 1935 Reciprocity Act.
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Figures for the period from 1911 to 1929 show a marked
and regular increase in the trade between the two coun-
tries but there are so many factors entering into the
situation such as the Underv/ood Tariff in effect from
1913 to 1921, the Great V/ar, the Post-V/ar depression,
the Emergency Tariff act of 1921, the Fordney-McCumber
tariff of 1927, and the natural growth of the two
countries, etc., that little can be gathered from them
as to the relative effects from free trade and protect-
ionist policies. The following brief summary of the
exports and imports of the United States to and from
Canada as taken from the Condensed Preliminary Re-
port of the Trade of Canada 1934-35,^^^ reveals that
the exports were tripled and the imports increased
almost five fold during the period.
YEAR
American
EXPORTS TO CAhADA
American
IMPORTS FROM CANADA
1911 275,824,265 112,208,676
1915 297,142,059 186,342,856
1920 801,097,318 501,130,117
1929 868,012,229 521,267,087
The Hawley-Smoct Tariff and the Ottawu Agree-
merit, however, have had a decidedly different effect;
(l ) Condensed Preliminary Report of the Trade of
Canada, 34-35 p. 118-119.
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but before looking 3,t their effects a brief examination
of their chief features and of the causes leading up
to them should be presented.
Hawley-9moot Tarif f and the Ottawa Agreements
The United States agriculture had not pro-
fited proportionately during the boom so President
Hoover requested a limited tariff revision in the
United States. Instead of a limited provision, hov/-
ever
,
the legislation dragged on for a whole year
because of the lack of opposition, both parties hav-
ing supported the protection of industry in the 1988
platforms. When the Hawley-Smoot tariff finally
went into effect on June 18, 1920 the result was
the greatest upward revision, in many cases, in his-
tory on a list of 1,500 items, the greatest upward
revision being on agricultural products. Based on
the 1922 rates, the agricultural product rates were
increased 12.76';«.
This revision caused immediate world re-
percussion, and France, Argentina and Canada led
the move in immediate retaliation. Domestic business
men, economists, and the public in general added their
protests but the bill went through.
As far as Canada was concerned, the tariff
aroused so much resentment that the Liberals were
driven from power, and the Conservatives, committed
to a policy of retaliation, enacted tariff laws of
their own that v;ere virtual boycotts of American products.
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In 1932 a meeting of representatives of the
British Empire was held at Ottawa. Previous confer-
ences had been unsuccessful in forming a more firm
British economic unit because England was committed
to a free trade policy while the Dominions were in-
terested in protection. This difference of opinion
still existed for Premier Bennett announced that
Canada would make no concessions which did not prim-
arily consider Canadian interests, and would grant
no preferences preventing complete absorption of her
own production by the Canadian market. Other Domi-
nions took a similar position. However, Canada
later agreed that protection against British com-
petition would be afforded only to those industries
which were reasonably certain of success.
Britain’s attempt to eliminate existing
barriers caused foreign comment to belittle the
results which might be called bilateral agreements,
recognizing the diversities of the Empire countries
rather than their theoretical unity.
As finally constituted, the Ottawa Agreements
affected 225 items in the Canadian tariff. On eighty-
one items there was a reduction of the British prefer-
ential rate, while on eighty nine items an increase in
the rate to outsiders was put into force. The free
(l). Business VSeek, Oct. 26, 1932. p. 24-25
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list on Empire products increased from eighty one to
one hundred and fifty seven, and on forty nine items
an increase in the foreign rate was levied and a de-
crease in the British rate was granted. Qpotas favor-
ing Empire products also were used to regulate the
imports. These quotas and increases of import rates
were at the expense of foreign trade, particularly
that with the United States.
Despite this fact however, the American
comment at the time was of the opinion that the loss
of British trade would be greater than the loss of
Canadian trade to the United States, because Britain
would be forced to trade more with Canada, but could
not, however, supply Canada* s needs to any greater
extent.
^
The Hawley-Sraoot Tariff and the retaliatory
measures of Canada formed an almost prohibitive barrier
in respect to farm products. The Canadian exports of
agricultural products to the United States declined
from $92,134,000 in 1929 to $6,948,000 in 1953. Be-
fore the Hawley-Smoot tariff bill invited retaliation,
the Canadians bought agricultural products from the
United States in an amount exceeding eighty millions.
By 1933 the business had dropped to eighteen millions,
a fact that may help to explain the necessity for farm
(l). Business Week, Oct. 26, 1932. p. 24-25
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relief in the United States. Table I shov/s most per-
tinently the degree to which Canada switched her trade
from the United States after 19o0. The total trade be-
tween the two countries fell off terribly from 1929
to 1934. Canadian exports declined from $868,012,239
to 1238,187,631 and her imports dropped from
$521,367,087 to $199,350,932. Similarly Canada's
exports of lumber to the United States fell from 140
millions in 1931 to 108 millions in 1934.
However, in evaluating the effects of the
Hawley-Smoot Tariff and the Ottawa Agreements, it
must be kept in mind that the money - value of trade
is not an absolutely accurate guage of comparative
traffic volume, for the simple reason that commodity
prices have been far lower in these depression years
than they were in what we regard as normal times.
And therefore, figures of money-value are smaller
today in proportion to tonnage than they were in
1929 and 1930. It should be noted also that the vol-
ume of world trade has shrunk tremendously, since the
crash of 1929. As one striking examiple consider these
figures. The money-value of Canadian imports from
non-EImpire countries in 1930 was $995,598,980 where-
as in 1934 this figure was $293,394,739, which in-
cludes both the falling off in actual trade volume
and the shrinkage in money—value of trade.
(1) Figures from tne Condensed Preliminary Report
of the
Trade of Canada 1934-35. PP 51-52.
(2^ Halifax Herald. Editorial Mov. 2o, 1935.
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But taking both these shrinkages into account,
the fact remains that these latter two protectionist
tariffs have cut markedly into the trade between the
two countries.
In glancing hurriedly back over the discussion
to this point it is quite evident that the free trade
and reciprocal arrangements have tended to boost the
trade of these two countries, while the protectionist
and retaliatory measures have cut deeply into their
commerce with one another and have generated a great
deal of bad feeling and misunderstanding of a most
dangerous type.
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CHAPTER 4
RECIPROCITY ACT OF 1935
When the Concervative party in Canada, with
Premier R. B. Bennett as the spokesman, began the
negotiations with Secretary of State Cordell Hull for
the reciprocity wnich was finally culminated in 1935
by the Liberal party, under Premier W. L. MacKenzie
King, there was a great deal of this dangerous mis-
understanding in both countries. But fortunately
things were smoothed over to the general satisfaction
of all concerned and the Reciprocity Act of 1935,
regarded in most quarters as one of the greatest for-
ward steps in history, went into effect on January 1,
1936.
Chief Features
The 1935 Reciprocity Act in its scope and
far reaching consequence is comprehensive, covering
all lines which entered into the speculative fore-
casts, and exceeding them in majiy respects as trade
of more than half a billion dollars is affected.
(l). New York Times and New York Herald Tribune of
Nov. 18, 1935.
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It is a long, detailed and intricate docu-
ment, and all its implications cannot be digested at
once, but no one can doubt the breadth of its scope.
Canada is the second largest buyer from the
United States, while the United States is Canada's
second largest customer. -
The duties affected by the new Canadian
concessions, it is estimated, would cover over three-
fourths of the total dutiable exports to Canada from
the United States in the pre-depression period. The
concessions made by the United States would affect
about two thirds of her total imports from Canada in
the same period.
The basis of the agreement from the Canadian
angle consists in the extension to the United States
of the most-favored-nation treatment, as was proposed
by the former administration there. It means, in
plain terms, that in the matter of tariffs, the United
States is to get as preferable a position in the
Canadian market as any other country secures. Here-
(l). New York Times and Ottawa Citizen, Nov. 18 and
19, 1935.
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tofore the United States has been under the general
tariff. Now, “in its entirety" - stress is laid on
that - the intermediate tariff is extended. In
addition, specific reductions better than the favored
nation treatment are made in 88 tariff items. All
in all, the treaty means lowered charges on United
States products covering no fewer than 767 items
and sub-items of the Canadian tariff.
Naturally, the items of beneficial opera-
tion to Canada under the agreement are natural or
primary products. Those in which free access is fur-
nished to the Canadian market are essentially manu-
factured goods.
Between the Canadian general and inter-
mediate tariffs the ratio varies somewhat, but the
average is approximately five per cent. The agree-
ment will run for three years anyway, but may be
terminated on six months notice. Therefore, if
either side wishes to cancel it, this can be done
in six months' notice.
Perhaps no change is of more general in-
terest than the duty on motor cars. On the cheaper
types - under $1,200 - the reduction is 3^"^. Over
$1,200 it is In the highest price cars it is
10";to. The special excise of also comes off.
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A great many items - scores of them - are
specifically enumerated hut everything nereafter
dutiable coming into Canada from the United States
is affected. Where the general or highest tariff
has heretofore applied the intermediate will now
apply. In many instances, they are the same.
The Canadian consumer, assuming that the
duty reductions are passed on to him, will benefit
from these changes while the American consumer will
have a similar advantage. In the United States tariff
there is no counterpart to the Canadia.n interniediate
schedule but instead the concessions are of a special
character.
The principle of quantitative restriction or
quota applies to several of the United States concessions.
The whole volume which may be available in certain
specific lines may be sent across the border on the re-
duced basis of duties. But the Presidential power of
cutting the duty by is not exercized to the full,
while, to the extent that it is exercized, the quota
restrictions are applied.
An analysis of the agreement shows that in
addition to the extension of the intermediate tariff
to the United States, the added features such as
seasonal tariffs, limitations of discounts, dumping
duties and arbitrary valuations comprise the main
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concessions which compensate for the freer access to
the United States market for some 88 Canadian com-
modities. These are in the agricultural line, the
lower duties - the maximum lowering not exceeding 50^/^ -
on clover cattle, cream, seed-potatoes, grass seeds,
hay, turnips and maple sugar. On luraber and timber the
cut is in half both of customs and excise. Ferro
alloys, feldspar, talc and lime are included in the
mineral field, and halibut, salmon, lake fish and
smoked herring, but no codfish, are in the line of
fish concessions. In the category of manufactures,
the reductions apply to whiskey, pulp for wall board,
patent harness and saddle leathers. There is nothing
to speak of about wheat.
In the list of items imported from the United
States and subject now to the intermediate tariff or
special concessions in addition to the removal of the
special duties, automobiles of all kinds and their
parts are of outstanding importance. Many things for
the home on which the duties are lowered include kitchen
and plated wares, electric refrigerators, sewing machines,
silk wares, boots, shoes, fruits, furs, jewelry, and
glass tableware. These are only a few.
The duty-fixing provisions of the treaty,
apart from the duty reduction provisions, guarantee
maintenance of the former free list and guarantee no
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change in the 10>» ad valorem tariff now collected on
a number of cereal products.
Forest products on the American guaran-teed
free list are pulpwood, pulp, and newsprint paper,
shingles subject to quota, logs, round timber, posts,
ties, poles, laths, pickets, railings, hoops, and
staves. Mineral products on the list are asbestos
unmanufactured, cobalt and cobalt ore, nickel and
gypsum. Fishery products on the list are sea herring
and smelts, clams, crabs, oysters, lobsters and scallops.
Other products so treated are certain undressed furs,
calcium, cyanide, sodium, sulphuric acid, and farm
implements of which Canada is the principle supplier
to the United States.
The present lO^/i duty on wheat unfit for hiiraan
consumption, bran, shorts, other by-products and mixed
feeds and screenings of grain and seeds is guaranteed
against increase.
A point upon which stress is laid is that
in the agreement no concession violates the principle
of the Empire agreements. The United States, it is
definitely stipulated, is not to participate in the
exclusive advantages conceded to the Empire.
On broad lines, this is the picture of the
new agreement which the official statement amplifies
in detail. Canada has made concession on a greater
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number of items than she has received. But the claim
is that the large bulk of Canadian exports fall within
the limited number of classifications of the United
States tariff while the Canadian classification is
more varied. Ths ‘benefits' are claimed to be equal.
The following siimmary taken from the Uew
York Times, Hov. 18, 1955, embodies the general pro-
visions of the Reciprocity Act in a most concise
manner and explains the interpretation given to the
various concessions as found in the detailed text
of the act.
"Washington, Hov. 17.—The following is
a summary of the trade agreement between the United
States and Canada issued by the State Department here
today
:
General Provisions of the Agreement:
”In addition to the two schedules reducing or
binding customs duties or binding items on the free
list, the trade agreement contains a number of general
provisions designed to safeguard the tariff concessions
and to improve the commercial relations between the two
countries.
"Under Article I, the United States and Canady., agree
that each will accord to the commerce of the other un-
conditional raost-favored-foreign-nation treatment in
(l). The discussion of the treaty to this point has
been based on the editorials and special features
of the Ottawa Journal, Hov. 19, 1935, and
the
Hew York Times, Hov. 18, 19S5.
O'-
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respect of customs duties and related matters. This
means that if either the United States or Canada
reduces any customs duty applicable to foreign im-
portations (i.e., in the case of Canada, to non-
British importations), either autonomously or in con
nection with a trade agreement with a foreign coun-
try the like article of the other country will im-
mediately get the benefit of the reduced rate. The
practical importance of this assurance is that ex-
porters in each country will continue to be able
to compete in the other country on a parity with
other foreign producers and that the concessions
which each country has gTanted to tne other will not
be impaired through the granting of greater conces-
sions to any third foreign country. The Agreement,
of course, contains (Article XIII) certain generally
recognized exceptions to the most-favored-nation
clause.
Provisions in Regard to Qua-ntitative Restr ictions .
^Article II extends tne principle of equality of
treatment to quotas. It provides that in the event
a quota is established by either country, it shall
allot to the other country a share equivalent to the
proportion of tne trade which the other country
supplied during a previous representative period.
Article IX provides similarly for fair and equitable

Treatment in tne event tnat either country should a-
dopt any form of exchange control.
’UVith the exception of a reservation wherehy ei-
ther country is free to impose restrictions in conjunc-
tion with governmental measures operating to regmlate
or control the production, market supply, or prices
of like domestic articles, such as are provided for in
the Agricultural Adjustment Act, and certain generally
accepted reservations such as restrictions imposed for
sanitary reasons or reasons of public security. Ar-
ticle VII provides that neither country shall impose
import proni'oiti ons or restrictions on tnose products
of the other country which are listed in tne schedules.
Thus this article further safeguards tne customs con-
cessions by insuring that they will not be impaired
by means of quantitative restrictions. Provision is
made for consultation between the governments of tne
two countries with respect to import restrictions im-
oosed in conjunction with governmental measures oper-
ating to control the production, market supply, or
prices of like domestic articles. If, after consult-
ation, tne governments of the two countries fail to
to reach an agreement with respect to the proposed res-
triction, the dissatisfied government may denounce the
Agreement in its entirety on thirty days’ notice. Tnis
provision, it will be noted, requires tne government
which would irnoose the restriction to weigh carefully

the advantages thereof 'against the advantages of the
entire Agreement.
^Articles III and IV, in addition to giving effect
to the duty concessions in the schedules, prevent the
imposition or increase of other charges on importation
of the articles listed in the schedules except as re-
quired by mandatory laws in force on the day of the
the signature of tne Agreement. However, Article V
permits the imposition at any time of charges on im-
ported goods equivalent to an internal tax on the like
domestic product from which the imported product has
been manufactured.
’’Article XI provides among other things that in
case either country objects to the application of any
sanitary measure, now or hereafter in effect, a com-
mittee of experts may be established under this article
to consider tne matter and to make recoioraendations to
the governments of the two countries.
Condit ions Under Whi ch A Oonce s sion May B e Withdrawn .
’’Under the providions of Article XIV, each country
reserves the right to withdraw any concession or to
impose a quota on the article in question if, as a
result of the extension of the concession to third
countries, such countries ootain the major benefit
and an unduly large increase in importations occurs.
This provision is designed to safeguard domestic in—
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dustries against the possibility of particularly
severe competition from a country other than the one
which is a party to the trade agreement. Tne great
care with which products were chosen for inclusion
in the trade agreement and the fact tnat concessions
are confined to products of which Canada has been the
principal or an important source of imports into this
country makes it reasonable for the domestic int-
erests which may be affected to count, in general, on
their principal foreign competition coming from Cana-
da. If it should happen, however, tnat anotner coun-
try should derive the major benefit of a reduced duty
and total iraoortat ions increase unduly, action as pro-
vided for in this article could be taken. It should
be noted, however, that before such action is taken,
notice must be given to the other country which has
the right to terminate the entire trade agreement if
it does not agree to tne withdrawal of the concession
or to the imposition of a quota.
’’Article XV provides that the duty concessions spe-
cified in the schedules shall come into force on Jan. 1,
193b, pending ratification in respect of Canada. The
entire Agreement will come into force on the day of the
exchange of the ratification and the proclamation at
Ottawa. Tne Agreement will remain in force until Dec.
31, 1938, unles terminated oefore tnat time under the
provisions of Article VII (quotas). Article X, (cur—
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-31-
rency variation) or Article XIV (major benefits to
tnird countries). Unless at least six montbs before
Dec. 31, 1938, eitner government has given notice of
intention to terminate the Agreement on that date, it
Vifill remain in force thereafter, until six months from
that day on which such notice is given, subject to the
( 1 )
provisions of the three articles mentioned above."
(1)
.
hew York Times, hov. 18, 193o, Page 12.
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In addition to tnese general features it
snouid De notea xnat tne concession wiiicn is most
important to American exporters is the one under which
Canada agreed to modify the arbitrary method of rais-
ing valuations on American products. Tnis feature
seemed more imoortant to shippers than any rate conces-
sion granted by Canada. On numerous occasions ix was
poinxed out, Canadian values fixed on American goods
for customs purooses have been raised lOO^i? or more,
without prior notice to American shippers.
Under the new agreement, in arriving at
tne value for duty purposes it is proposed that this
“will not include any advance over selling cost greater
than that which, in tne orainary course of business
under normal conditions of trade, is added, in the
case of goods similar to the particular goods under
consideration, by manufacxurers or producers of goods
of the same class or kind in the country of export.”
It is proposed also to change the Canadian
Customs Act so that discount rates will not oper-
ate to increase the val'ue for duty of goods unduly.
Appeals to the tariff board against values for duty
set by the customs auxnorities will be provided for.
(1). Ottawa Journal and h'ew York Times, wov. 18, 1385.
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In particular the chief United States and Can-
adian concessions are shown in the following table com-
piled by the Herald-Tribune Bureau and tsihen from the
November 18, 1925 issue of the Hew York Herald-Tribune/^^
Chief United States Concessions
Tariff Reductions
Article Old Rate jew' Rate
Cattle of 700 lbs. or more each
(quota of 155,799 head) .Z<p lb. 2(^ lb.
Calves less than 175 lbs. each
(quota of ol,922) lb. lb.
Dairy cows of 700 lb. each (duty
reduced on not over 20,000 a yr^2(^ lb. lb.
Cream (duty reduced on not over
l,o00,000 gal. a year) . o6
.
gal
.
25(^ gal
.
Live ooultry .8<^ lb
.
A(p lb.
Chickens .\0<b lb. bi^ lb .
Made sugar . lb . U lb.
Andes . 25(^ bu. lC)(f: bu.
White or Irish ootatoes (duty re-
duced on not over 7o0,000 bu.
a year) .7o(^ per 100 *45
. . . f (bO</r Decemoer tnrougn ?eo. ; . . .
Haliout (among other fish) .Zt lb. 1(;^ lb.
Luinber (Douglas fir and Western hem
lock have duty reduced for not
more tnan 2o0,000 M per year).. .|?2 per M ^1.50 oer
Whisky (aged not less than 4 yrs)
.
. |5 a gal
.
$2.50 gal
Duties are also reduced from lo to 50 per cent on
Cheddar cneese, horses, inedible oats, cereal break-
fast foods, oerries, cherries, hay, turnios, grass
seeds, seasonal peas, certain mineral producxs not
including copper
,
patent leather, electric cooking
stoves, ice skates, lacrosse sticks and a few otner
articles
.
Existing duties or duty exemptions are bound on
(l). New York Herald-Tribune, Nov. 18, 192o
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inedible wheat, feeds, certain fishery products, pulp-
wood, pulp and newsprint paper, crude asbestos, shin-
gles, certain mineral products, undressed furs, etc.
Chi ef Canadian Concessions
Chief Canadian concessions to the United States
follow
:
Revamping: of Valuation System
Canada to eliminate arbitrary assessments which
boosted the charges of American products.
Tourist Exemptions
Canada to follow the American practice of per-
mitting its travelers to bring back $100 of purchases
duty free.
Tariff Reductions
Specific decreases and bound duties on 180 articles
and extension to the United States of Canada's inter-
mediate tariff rate scnedule, or more-favored-nation
treatment, involving reduction of duty on 767 items.
The following are a few of the reductions:
Articl
e
Agricultural machinery, ad val
Some tractor types
Machinery (iron and steel)....
Mining machinery
Radios
Electric Refrigerators
Dressed lumber..
Paper
Magazines
Auto engines....
Autos (ipl ,200 to
Autos (under $1
,
Off-season fresh vegetables....
Fruits
Grapefruit *•***,**’*' Tn \
Oranges (January through April;
Grapes
Meats
Io(5k°:
chassis)
Old Rate Uew Rate
25^0
25%
Zbio
40^
Zb'-jo
¥7# "
^0^
20-^
SOyb
20)4
lb
Zb(p cu
2(^ lb
8^—5^
^(f: 1 b .
.ft. Free
l\(t lb.
lb. 6(^-2-^^
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. t :i
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Feelln^- in General
Criticism of the reciprocity treaty between
Canada and the United States comes as a matter of
course from those quarters in both countries which
profess to look upon imports as something akin to
the germs of a devastating disease. Similarly it is
only natural to find many dissenting voices among the
“special interests“ in both countries. Before taking
up the arguments of these “special interests'* and
attempting to prove the fallacies of many of them,
however, let us look at the sentiment in general in
both countries and in Great Britain as portrayed in
the comment of leading statesmen, industrialists,
agriculturalists, etc., and by the press of both
nations at the time of the signing of the agreement.
President Roosevelt of the United States
was most enthusiastic. The text of his statement
in brief was:
“The trade agreement which has just been
signed between the United States and Canada places
the trade relations between the two countries on a
basis of mutual agreement for the first time since
1866. I am happy to have a part in removing this
anomaly in the relations between two countries which
are united by so many bonds of friendship and com-
mon heritage.
“The signing of this agreement marks the
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reversal of the trend of the last two decades toward
undue and unnecessary trade barriers betv^een the two
countries. I am confident that this constructive
step will contribute greatly to the economic recovery
of both the United States and Canada.*'
Going further the President predicted that
the agreement would double the commerce between the
two countries within two years and he expects the
reduced whiskey rates to help materially in fighting
bootleggers. ^
Premier King, speaking for the Canadian
Government to the persons assembled at the signing,
said in part:
" On behalf of Canada, I heartily reciprocate
the sentiments of international good which you have
so generously expressed.
"I believe with you that the signing of this
agreement is witness of the joint intention of the
Governments of United States and Canada to give rapid
effect to our policies in a practical manner. At
last our formal trade relations have been brought into
harmony with the underlying realities of public and
private friendship between our two peoples.
“The agreement, will, I am confident, con-
(l). Washington dispatch to Mew York Times, Nov. 18, 1935.
.
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fer substantial benefits alike on the producers and
consumers of both countries, while safeguarding with
great care every essential interest. I feel sure
that its value will be shovm beyond question by a
marked increase in commerce within the next few
months. This undoubtedly will help both countries
to make more rapid progress towards complete economic
recovery.
'•Nor will this agreement benefit North
America alone. All the world will gain from greater
trade on this continent.
"Nor will its benefits be confined to trade.
To an anxious and troubled world we hope that there
will be opened to the nations, by the force of our
exa/flple, vistas of a surer path to progress and a
more lasting road to peace.
Secretary of State Hull hailed the agreement
as marking "a revolution in the trade relations between
the two countries." The substance of his comment was:
"The United States and Canada are neighbors
with a common frontier of b,000 miles. It is manifest
that innumerable opportunities for mutually profitable
trade between these friends and next door neighbors
must exist. During 1929 the United States v;as selling
(1). Washington dispatch to the New York Times, Nov. 18,
1935.
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to Canada about $900,000,000 of commodities, a sub-
stantial proportion of wnicn was farm products and
was purchasing over $500,000,000 in return. Since
1939 our exports to Canada nave slumped to about
$300,000,000 or a loss of some $600,000,000. This
loss has resulted in large measures from short-
sighted tariff policies.
“
The glaring omissions which the Canadian
Conservative Party saw in the treaty are; Its fail-
ure to secure any concessions for the cod and haddock
fishing industries of the Maritimes, its failure to
secure a market for food potatoes for all the provinces
of Eastern Canada, its failure to secure concessions
for the dairying industry of Quebec and Ontario -
other than a quota on cream - its failure to do any-
thing to assist the marketing of Canadian wheat and
other grains and flour.
United States Secretary of Agriculture Wallace
felt that “tne net effect of the agreement will be good
for the farmers, as it will be good for the whole country.”
He said further; "The United States has
always had a greater volume of trade with Canada than
With any other nation except the United Kingdom.
“This extremely profitable mutual relation-
ship, amounting on the average to over a billion
dollars a year, was rudely broken off by our tariff
(1)
.
'Washington dispatch to the New York Times, Nov. 18,1935.
(2)
.
Ottawa Citizen, Nov. 18, 1935.
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act of 1920 and by the retaliatory Canadian ta^riff
shortly thereafter. It is my opinion that the new
trade agreement with Canada is beneficial to all
people of the United States and especially to farmers. "
^
The terse statement of former President
Hoover, eighty-six words in length, was as follows:
"The Canadian treaty is just another in-
stance of this hasty economic planning without full
consideration of consequences. There has been no
opportunity given for public debate, no opportunity
for adequate hearing of the groups affected.
"But this much even now is obvious. It
means still larger imports of foreign food. It thus
means further decreases in the home market for Ainerican
agriculture. It brings hardship to hundreds of
thousands of dairy and other farmers.
"I presume it is more of the more abundant
life—for Canadians.
"
American business leaders were divided as
to the advantages and disadvantages of the agreement.
The following comments are representative of the
opinion throughout the United States.
Edward H. Cooley, manager of the Massachusetts
Fisheries Association, said the industry had not suf-
(1)
. Washington dispatch to the New York Herald-Tribune
Nov. 18. _ _
(2)
.
Chicago dispatch to the Kew York Times, Hov. 18,1935.
(3)
. Hew York Times, Hov. 18, 1935.
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fered as much as had been feared.
“There was some loss to the industry in
items cut,“ he said, “But the general portion is not
damaged. Our industry is turning very materially to
fillets which were not cut."
Cooley expressed pleasure that no duty
reductions had been made on cod, haddock and related
species of fish.
E.H. Jones, Vermont state commissioner of
agriculture, said: “The agreement will mean inestim-
able loss to Vermont agriculture. “
James D. Mooney, president of the American
Manufacturers’ Export Association said at New York
that there was not the slightest doubt that trade
would broaden and that even the people who think they
will be hurt will benefit.
W. S. Moscrip, president of the Twin City
Milk Producers’ Association said: “It will make every
American dairy farmer feel he has been betrayed by the
admini strat ion.
“
Henry F. Merrill, chairman of the port of
Portland, Maine, said that the pact was “the greatest
impetus given shipping on the Atlantic seaboard in
many years."
Fred Brenckman, legislative representative
of the National Grange commented: “It is cold comfort
to the American farmer."
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A. C. Van Winkle, counsel for more than
20 Kentucky distillers, said that to lower the duties
on Canadian whiskey "is to give Canadian distillers
an utterly unwarranted advantage."
Speaking for business leaders in the Detroit
area as a whole, Charles E. Boyd, secretary of the
Retail Merchants’ Association of the Board of Comraerce,
stated that America’s reciprocal tariff agreements with
Canada were particularly welcome to Detroit and Western
Ontario merchants.
"The effect of the agreement will undoubtedly
be a sharp stimulation of trade between the two coun-
tries and a deepening of the good-will that has so long
obtained," he said.
Francis S. Bruyn, president of the Textile
Export Association of the United States, said that
"the textile manufacturers should be surprised and
pleased at tariff reductions on their products."
Mr, Crompton in his statement for the National
Lumber Manufacturers’ Association was most caustic of
the treatment accorded American lumbering but his com-
ment was much too long for reproduction here.
Virtually ail comment from leading Canadians,
particularly from primary producers, praised the treaty,
(1). Canadian Press dispatches in the Montreal Daily Star,
Nov. 18, 1935.
Editorial and comiaent in the Witness, Nov. 33, 1935
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Gordon Scott, president of the Canadian
Industrial Alcohol Company, called it a boon to
Canadian distillers and a blov^ to American bootleggers.
H. C. Hatch, chairman of Hiram Walker-Gooderhan & V/orts,
estimated that Canadian whiskies could be sold in the
United States for at least $1 a bottle less than the
present price.
Duncan Marshall, Ontario Minister of AgTicul-
ture, predicted that "the reduction of a cent a pound
in the duty on Canadian cattle would add a cent a pound
to the value of cattle in Canada'* and he looked for an
enlarged market for Ontario cream along the border.
J. A. McFeeters, chairman of the Ontario Milk Board,
said, however, that the Canadian dairy industry felt
that the reductions did not go far enough.
Hiss Agnes McPhail
,
member of the Canadian
Cooperative Federation, Opposition in the Dominion
PeLTliament, did not allov/ partisan feeling to restrain
her comment. “The psychological effect of the new
tariff will certainly be wonderful in rural districts,"
she declared. “It would have been impossible for the
farmers to continue to carry on as they were doing."
Ross McMaster, president of the Steel Com-
pany of Canada, declared: “The objectives of the
treaty will find general acceptance. The interests
of our primary producers are all important. An in-
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crease in purchases hy the United States from Canada
would appear inevitable. For some years the Canadian
steel industry pursued a price policy calculated to
support the interests of the ultimate consumer and
generally speaking, dependence on the tariff has been
confined to competition resulting from depreciated
currencies or countries with depressed labor rates."
A. 0. Dawson, president of the Canadian
Chamber of Commerce, expressed the opinion that the
treaty would help tne basic industries of lumbering,
fishing, and agriculture, but added that a feature
he did not like was the lack of permanency in the
treaty which expires at the end of 1938 if either
country serves advance notice.
"The new trade agreement is a step in the
right direction," said Sir Edward Beatty, president
of the Canadian Pacific Railway System. "Some of the
public were disappointed concerning the pact without
really knowing how if affected the whole of Cainada.
I would like to see a tariff balance sheet to show
how a country benefits and suffers, particularly in
regard to employment, as a result of the agreement.
We must endorse the policy of greater trade; we can-
not live without it. Party considerations will dis-
appear with a government of such enormous strength
and power."
'
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A casual glance at the above comments brings
home the fact that those interested in the good of
the nations are enthusiastically in favor of the
treaty, while the "special interest" leaders are
divided as to the advantages of the agreement.
The newspaper comment in the two nations
follov;s along the same lines, for instance, Conser-
vative newspapers in Canada criticized the treaty on
the ground that, in the words of The Toronto Mail and
Empire, it "endangers some major Canadian Industries"
without adequate compensating general benefit 6ind
that it was of temporary and even uncertain duration.
Similarly significant was the epproval given
to the treaty by The Montreal Gazette, which reflects
the views of finance and business. (2)
"To the extent to which it opens the American
market to Canadian natural products", the paper says,
"the treaty will undoubtedly be helpfiil and very
materially helpful to this country."
While doubting that the quota system will
prove wholly satisfactory, the Gazette continues:
"Nevertheless the plan does offer opportunities to
Canadian primary industries which are distinctly
promising.
"
(1), Toronto Mail and Empire, Nov. 18, 193o.
(8). Montreal Gazette, Nov. 18, 1935.
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The paper criticizes the treaty in some res-
pects, however, notably on the ground of “the important
feature of instability, one of the gravest drawbacks
to any trade agreement with the United States."
It declares that another objection is to be
found in the fact that "the existing disability under
which the Dominion has labored for fifty years by
reason of an adverse trade balance is not being cor-
rected and may easily be increased."
The V/itness, an independent Canadian paper,
points out that the important thing about the agreement
is "that it is a reversal of the tide of economic
nationalism, which with temporary eddies has been the
main current in both countries for nearly 70 years."
The Liberal press in Canada was of course
entirely in accord with the agreement.
In the United States the newspaper comment
varies with the location and the interests of the paper.
The far-flung Scripps-Hov/ard chain of S4
newspapers scattered from the Atlantic to the Pacific
coast said that politics being what they are, the
agreement is the best for the advantage of both Canada
and the United States that could be worked out at the
present time. They comment that the agreement is a
"start in undoing the damage" to trade between the two
(l). Tne Witness, Nov. 23, 1935
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countries which came from the Smoot-Hawley Tariff Act
of 1930 and the retaliatory measures introduced by the
government of former Premier R.B. Bennett. “ (^
)
The Christian Science Monitor of Boston was
heartily in favor of the agreement although it does
not go as far as that influential paper wished it
might, but it commented that public opinion probably
would prevent any greater concession at present by
either country. It felt that the erection of barriers
against trade by retaliatory steps has been a snowball
process and that this agreement reversed the process
and perhaps nov/ trade across the border may be stimulated
by the same degrees by which it has been progressively
strangled.
The Kansas City Star said that president
Roosevelt nas accomplished an agreement with Cana.da
"without outraging United States agriculture." The
Des Moines Register concluded that "U. S. Farm interests
have not been harmed at all and, as a matter of fact,
will gain more than they have been called upon to
sacrifice." The Register minimized long-range effects
of such concessions as made on cream, declared that
eastern United States industry is entitled to whatever
benefits the agreement will give it, and noted that
"Canada is making concession on middlewest products
(1)
.
Montreal Daily Star,, Nov. 19, 1935.
(2)
.
Christian Science Monixor, Nov. 18, 193o.
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which she has imported in the past to the value of
more than $12,000,000 per year.’'^"^')
The Portland Oregonian assumes an entirely
different attitude when it says: "Eastern political
observers and correspondents interpret eastern opinion
only, and perhaps not all of that, when they note
restraint in criticism of the new Canadian trade deal.
Reduction of Canada’s tariffs will benefit some
American manufacturing industries; but examination
of the schedules covered by the agreement will show
that Canada has made few if any deep cuts. The tariff
wall has been slightly lowered at numerous points, but
nowhere demolished. On the other hand, Messrs. Roosevelt
and Hull slashed American rates to the full limit allowed
by law , “ (2)
Along with the Christian Science Monitor the
the following excerpt from the New York Times best
summarizes the opinion of Americans in general.
"The reciprocal trade treaty between the
United States and Canada is the greatest single step
toward the reduction of tariff barriers and away from
economic nationalism that has been taken anywhere since
the onset of the depression. As such it is not only a
fine achievement in itself, but a hopeful augury of a
(1)
.
Summary of Comment in New York Times, Nov. 18 and
19, 1925.
(2)
.
Portland Oregonian, Nov. 23, 1935.
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wider restoration of international trade and sanity.
'•There is no doubt that special interests,
and those who shiver at the very word ’imports’, will
attack this treaty. Tney began to do so even before
they knew its terms. But if they get a serious hear-
ing it will only be because they succeed in distract-
ing attention from the effects of the treaty as a
whole. They will argue that this or that American
industry will be hurt by the reduction in American
duties on Canadian goods. But they will say nothing
about the great gains to us all as consumers. And
they will have to draw attention away from the gains
promised for our exporters, not only by giving greater
purchasing power for our goods to Canadians, but by
the direct tariff concession to our California and
Florida fruit growers, our agricol tural machine manu-
facturers and our automobile industry. Imports from
Canada dropped from ^503,000,000 in 1929 to $232,000,000
in 1934, or 54^<>. Exports from the United States to
Canada dropped from $899,000,000 in 1929 to $302,000,000
in 1934, or 66>. The new treaty will help producers on
both sides of the border to win back at least a sub-
stantial part of this lost trade. "(l)
In Great Britain the treaty was a most wel-
come surprise. An article headed “London, Nov. 18“
(l). New York Times, Nov. 22, 1935
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taken from the Nov, 19, 1925 issue of the New York Times
sets forth the British position most admirably,
“After watching the Canadian-Arnerican trade
negotiations with some uneasiness for the last fortnight,
British exporters awoke today to find that the completed
treaty had conferred unexpected benefits upon them,
“The last thing anyone expected from the
Washington negotiations had been assistance in the
United Kingdom's export trade. Now it has come, with
the revision of Canadian customs regulations which
should benefit British as well as American exporters,
and also with the wholly unlooked-for slash in the
American tariff on Scotch whiskey,
“Distillers here were jubilant today at the
prospect of exporting hundreds of thousands of gallons
more liquor to the American market, Scotch liquor
exporters have been bitterly disappointed over their
Ajnerican sales since the repeal of Prohibition,
“The first ten months of this year British
exports spirits - largely whiskey - to the United
States were only 1,167,000 gallons, or below the
figure for the corresponding period the year before.
The reason universally given in the whiskey trade has
been the prohibitively high American tariff on foreign
liquor,
“With the duty cut in half, distillers in
Scotland believe that they will be able to regain
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this year’s loss and exceed the figures reached in 1934 in
the first flush of eagerness after repeal, when exports
to America reached almost 1,700,000 gallons.
“Officials here also welcomed the Canadian-
American pact; the present government has always ex-
pressed a desire for the reduction in tariff barriers
throughout the world. In this spirit the British
concluded over a score of reciprocal agreements and
have insisted again and again that their own tariff
was a weapon to force further reductions in the future.'*
There is just one point which should be cleared
up before discussing the arguments in general ajid those
of “special interests*' against the treaty. A great many
people conform to the Economic Nationalists 'and the
American Self Sufficientists* view that the agreement
is not all that it should be, because, to quote them,
“We are bound to get the worst of it under our so-called
most-favored-nation practice, because we must give all
these Canadian benefits to thirty other nations from
which we get nothing in return." According to Dr.
Henry F. Grady, head of the Trade Agreements Division,
“countries other than Canada will obtain relatively
little benefit from the reductions in duty made by the
United States. In 1929, imports from Canada on which
duties have been lowered were 94yo of the total imports
(1). New York Times, Nov. 19, 1935
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of these commodities from all countries combined.
)
This is a most interesting point as the most-
favored-nation practice is a very much misunderstood
and abused part of the tariff systems of both countries.
It is only natural that the Republican party
in the United States should scrutinize the agreement
in a frantic search for possible loopholes through
v/hich they might embarass the President and prevent the
nation having a taste of the advantages of reciprocal
trade before the next general election. It is only
natural that Mr. Hoover, prosecuting an effort to
achieve his return to the White House, should trot out
the old argument that since the agreement was of some
advantage to another country it must of necessity be
harmful to his own.
Similarly, it is only natural that the Canadian
Conservatives should, for political reasons, attemipt to
find flaws in the agreement. But they cannot pick too
many holes as the treaty varies very little from the
one which they themselves sponsored only six months
previously.
Passing over these general arguments, then,
and taking them for what they are worth, let us look
at the effects of the treaty on the "special interests,"
(l ) Chicago Tribune, Nov. 36, 1925
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and try to evaluate the arguments of this latter group
pro and con.
Effec ts on ^Special Int erests .
"
The lumber interests of the American North
West were the most outspoken critics of tne concessions.
The competition in this industry is largely centralized
in V/asnington, Oregon, and British Columbia. The
American producers point out that the N.R.A. and wage
disputes following the enactment of the Wagner Labor
Disputes Act have forced wage levels in the United
States to an average of 63 cents an hour, while Cana-
dian lumbermen pay only 35 cents.
They forget, however, that the Canadian
lumber industry was brought almost to its knees by
the United States Revenue Act of 1932 which placed a
tax of 3 dollars per 1,000 board feet on all rough
and dressed lumber. This was in addition to the ordi-
nary duty of 1 dollar per 1,000 board feet making the
combined impost 4 dollars. Before the 1932 Act Canada
shipped millions of dollars worth of timber across the
border but since then the trade has been negligible.
The new treaty cuts the revenue tax 50 per
cent, but on Douglas fir and Western hemlock, the two
major items in the British Columbia export trade,
there is a quota of 250,000,000 feet a year. This
amount is only about five percent of the yearly con-
sumption in the United States,
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This last fact alone is conclusive evidence
that the American industry will not be hit nearly so
heavily as it claims. The Canadian industry, on the
other hand, will be given a big impetus, not only be-
cause of the cuts in the duty on l\xmber but also be-
cause of the cuts in the Canadian Tariff on imported
machinery, particularly logging cars, cranes, blocks
and tackle and certain types of wire rope, the rate
on the articles having been reduced from twenty to
fifteen percent.
A specific and bitter attack on the agTee-
raent is that it brings hardship to hundreds of thou-
sands of dairy farmers in the United States. What are
the facts? Tne duty on creEtm, fresh and sour, is cut
from 56.6 to 35 cents a gallon, but no more than
1,500,000 gallons can be brought in annually. If this
entire amount were divided fairly, it would give each
American less than a half gill of cream a year.
Prior to the imposition of the Hawley-Smoot
tariff there was a large export of fresh cream from
Canada to the United States, the peak of the movement
being reached in 1927 when 4,495,917 gallons were shipped.
The prohibitive duty imposed in 1930 put a stop to this
trade.
It should be obvious that there is a po-
tential market for Canadian cream fa.r in excess of the
quota. But even the small amount permitted under this
restriction, equivalent, as it is, to 6,000,000
pounds
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of butterfat will be of considerable benefit to Can-
ada .
The most important agr icuiltural concessions
secured by Canada are those relating to live cattle.
Reductions in duty ranging from 33 l/3 to 50 percent
have been granted on live cattle falling within two
different weight ranges, and on dairy cows. The
weight ranges which have been excluded from conces-
sions are those of which Canada is not the chief sup-
plier .
The interests of cattle raisers in the
United States are protected by provisions that the
reduced duties will only apply up to a certain spe-
cified number of animals admitted in any one calen-
dar year, that number being three quarters of one
percent of the domestic consumption in the United
States. The regular duty will be imposed on all
cattle imported in excess of this number. Thus on
the most important class, live cattle weighing 700
pounds or more eacn, the reduction in duty is from
three to two cents per pound up to 155,799 head a
year, and on calves wsLgning less than 175 pounds
each the duty is also lowered from 2-j to 1^ cents per
pound for a total of 51,933 head a year.
The Canadian producers should derive con-
siderable satisfaction from this arrangement while
L
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the cattle raisers in the United States have very
little groiinds for objection.
From the rock bound coast of Maine rises
the moan that ruin is invited by lowering the duty on
Irish seed potatoes from 75 cents per hundred pounds
to 45 cents. Maine is the chief seed growing state
in the union and as such will undoubtedly suffer some
hurt, but the reduction is a boon to the potato
growers of every other state, and Maine will be more
than compensated by the Canadian concession that
puts American food potatoes, both Irish and sweet on
the free list.
Canadian seed growers particularly in the
Maritimes will be benefited while thos e who produce
for table stock should be able, without diffic^Jlty,
to fight off American competition on their products.
A disappointing feature to Canadian fish-
trinen was the failure of rheir negotiators to secure
reductions in American duties on what constitutes
the bulk of Canadian fisnery products—notably cod,
naadock
,
pickled herring and mackerel. In the case
of most species on which the rates have been lowered,
the imports either are small in comparison with domes-
tic production or are supplementary to the domestic
catch, iievertael ess these lowered duties should oe
of considerable benefit to Canadian fishermen parti
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cularly on the West Coast and along the Great Lakes
while the failure to lower the duties on the products
mentioned above protects the industry in hew England
but affords little solace to tne fisher folk in tne
Maritimes
.
The discussion to this point has been con-
cerned with the arguments of primary producers and
it is interesting to note that most of the dissent-
ing voices are from the American side of the border.
With regard to manufacturing, however, the situation
is more or less reversed and the greatest outcries
are heard in Canada.
Tne leaders in the automobile industry in
Canada state that they cannot produce profitably
under the new and lower protection. Even now there
is a commission investigating their claims and the
testimony submitted to this date has been anything
but satisfactory. It is difficult to say, then, at
this time, whether or not the Canadian producers
will be at a disadvantage, but since the industries
in the two countries are so closely related it seems
safe to assume that the industry as a whole will not
be injured.
For many years there has been a feeling
throughout Canada that this industry has been en-
joying an unreasonable amount of tariff protection,
and tiiat as a result the Canadian people have
been
:
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paying too much for motor venicles.
Long since out of the '‘luxury" category,
the motor vehicle is a necessity in Cana.da and all
countries today. It is, therefore, not only, desir-
able but imperative that the cost of motor vehicles -
as well as the fuel used to operate them - should
be brought down to the lowest possible level consis-
tent with a fair deal for manufacturers and their
employees.
Following closely upon the protests of the
automobile industry caine the complaint of the furni-
ture manufacturers that the thirty percent protect-
ive tariff afforded them as a result of the treaty
is not sufficient and that their rate should be res-
tored to the rate of the general tariff which is for-
ty-five percent.
But this is one of the rates of duty against
which the Canadian people have had constant and se-
rious complaint for years. Except in very special
circumstances, no industry requires tariff protect-
ion to the extent of forty-five percent. In the case
of furniture it amo^ants virtually to an embargo.
The cost of furniture is something that af-
fects every citizen of the country. It is the very
basis of the home; and any aterapt to keep the duty
on furniture at a high and unreasonaole figure will
be resisted by the puolic at large.
LV.
.
'loll.' . Tc f-J CS',‘
r , » ., ^ r:/ v:? j« ?.X lofij;.: op*
3t^v-
, L
'•'Xi-^vt) u\int> ^Oii , -‘X. . Roii^ni/oo
-
“iii/c-xffoV 'i‘ >if.'” 'to ^soo - ’-.t rvi:.?xac^i‘J. -.:;o' oL:is
jjlisoi:.- - ii\sdc^ r.:.
as
—f^.#'f?noo aJCi^tCoc .j'Bt^woJL t^n' cr x-'wo:> : '2'-
jj*.:” aU-S
i
'ICi .'3 «3l4 Jit)*
. :‘sXC JC: 3
0 e ^y* ^ Z‘ ^ c»*x-?^ 0 tit iic- ziu v f-e r cfI X . *5 i o X- c'-:
*~
,t '! it
:
'_> j"GiiiO 0 9Xi t '» iUtJO X 0 SXtC'ilX ;3 XX<-OCC^i<fl
“4-C>0_yC X' o X I ii.'jl' "‘iiw Xitrl^ .' la k,
'I
" e txf /.c ? IM- ^ ? >?’ 't I x
‘ & v j
•oiei ?--i -'/XiicXlH £)t“i tiaxi:’ :>a>r) 5r,c>icI*li/8 ctor: ei
~£Ci tii kiUi.'iJT 'xlix^j-T Xi6xs;rt55 SiL- *ic oiJ ijaioJ
.'
-
’
.
tiisoioq- r v'i
• Y -
•i
---‘ --
-f r
~
-
^0 fsiji ly o.ao gJ ola-^
'
r". -
„•'
...x'j? ^£if54sn<\o- y^fi sXooo^n ft£i oxii rioiiiV
^TS'v si /crsOJf'J . ??xr'=»v ic'i xiiXf Io'jco e.sj.-ji'
,“• 't'- r’ijfsv '^?:»iii/-{v^»-i •<5-f'?53U'p.i’il bn ;:--*^cuii5ii&tfi'-Tio
c^-^O- *>4iT Hi .f yvll~\[4%ifi Jo ixierx^ -jc
iXfi OJ sy.m^£d <n <^Tu;fiiiTuJ Jo'
-'£. HtiJL -i^^iisbs £TX -leos) s/?I
7X^V <>a3- #.- . •.'
X
'’ woo 't% iissi Jio ^*x5>s 8 3 -si
W '* - • ' •
-sV
nXir*- oif:f olO-ti/Jf' 07 ?qr«+:^ -;nn i>.is ':o si^wix?
i i-v s,Xi3^iT ^^i^ciOC^'Sf'xiTjj fV ;T’ xnxi/'r ->r
- -
-
-
,
-i rr - . -^ '
_
'
. i
.
j-1 nl i n 0 i |oTfj4 siXi - i«5» J’ x n o’t "3b
-103-
This particular argument appears to be an
attempt to hide the hold-up practices in the past
rather than to secure justifiable protection.
Many people in Canada expected the price
of radios to be reduced considerably as a result of
the trade agreement. Actually the tariff reduction
from 30 percent to 3b percent is not sufficient to
make very much difference in radio prices.
But this is only part of the story; in
fact, the smallest part of it. The really important
consideration is that the Canadian tariff on radios
has very liti:le effect where prices are concerned.
Rather, the matter of patents is the dominating one
in the field. The Canadian radio manufacturers, then,
will not be injured, and the cut in the duty has very lit-
tle significance.
iJewsprint paper and v/ood pulp from Canada
have been placed on the free list as long as the
treaty exists. A Canadian Government-prepared outline
of the treaty, written for the benefit of the press
said; "The sense of security from interference which
the binding of these important products on the free
list will give should be a stimulus to the reorganiza-
( 1 )
tion of the whole industry on a sound footing."
As United States must import most of its supply of
(1). Montreal Daily Star, Nov. 19, 1935.
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This particular argument appears to be an
attempt to hide the hold-up practices in the past
rather than to secure justifiable protection.
Many people in Canada expected the price
of radios to be reduced considerably as a result of
the trade agreement. Actually the tariff reduction
from 50 percent to So percent is not sufficient to
make very much difference in radio prices.
But this is only part of the story; in
fact, the smallest part of it. The really important
consideration is that the Canadian tariff on radios
has very litxle effect where prices are concerned.
Rather, the matter of patents is the dominating one
in the field. The Canadian radio manufacturers, then,
will not be injured, and the cut in the duty has very lit-
tle significance.
iJewsprint paper and wood pulp from Canada
have been placed on the free list as long as the
treaty exists. A Canadian Gov ernment-pr soared outline
of the treaty, written for the benefit of the press
said: "The sense of security from interference which
the Dinding of these important products on the free
list will give should be a stimulus to the reorganiza-
(1 )
tion of the whole industijy on a sound footing."
As United Staxes must import most of its supply of
(1 ) . Montreal Daily Star, Nov. 19, 1955.
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these products, this item in the arrangement would
seem to bring nothing but good to both countries.
Managers of publishing houses which print
Canadian edixions of American magazines and publish-
ers of Canadian magazines were as one in resenting
the restoration of American periodicals to the free
list after five years of protection under the Bennett
government.
The following excerpts from a publication
by the Canadian National Newspapers and Periodicals
Association, Toronto, appearing under the heading
“Only Canadian Magazines are Taxed in Canada" in the
February Ibth issue of Maclean's Magazine explains
the resentment of the Canadian publishing houses. It
says in part:
“The tariff changes made in tne xrade agree-
ment with the United States, affecting tne publishing
industry, gave United States puolisiiers completely free
entry of their finished products. It means free comp-
etition in respect to paper, ink, engravings, a.nd
other materials and equipment used in their production,
wnich are purchased oy the United States publishers in
the world's largest and lowest price market. It means
free entry of the creative product of the v<?orld's
leading illustrators in foreign magazines, but on which
Canadian publishers must pay duty, sales and excise
taxes. Canadians pay duty and sales tax in tne cost
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of paper, ink, plates, matrices, art work, and other
materials which enter into their finished periodicals.
They are at a severe and grossly unfair disadvantage,
in spite of which they still produce the oest magazines
in the world for Canadian readers, hut the money they
spend in unfair taxes should he spent to even further
improve Canadian literature.
"Tariffs and taxes not imposed on United
States publishers handicap Canada's five lea.ding
magazines hy hundreds of thousands of dollars annually.
It seems inconceivable that the government of Canada
intends to continue to give United States competitors
a preferred position, on a completely free trade basis,
and leave Canadian publishers under heavy tariff and
taxation nandicaps. The maximum of compensatory ad-
justments the Canadian government may make, cannot
serve to rectify the competitive condition. Canada
suffers distinct handicaps, in respect to small popula-
tion and great area, in the development of national
periodicals. Surely, "che least Canadian publishers may
reasonably expect is an even chance in their own
country. Publishers in New York, Buffalo, Chicago,
and other United States centres now have consideraole
production advantages over Canadian publishers in
Montreal, Toronto, Winnipeg and elsewhere.
"The tariff, sales and excise taxes which
increase the cost of Canadian production are in ef-
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into the pockets of United States publishers.
“
The attitude of the ’houses which publish
Canadian editions of American periodicals is easily
understood when it is recalled that the majority of
them were established only because of the protection
offered under the old duties. Just hov/ much weight
can be given to the outcries of these two groups is
a matter of conjecture, but it is safe to say tnat
conditions are not nearly as black as they paint them.
Coming to the outcry of the American whis-
key people, the fifty per cent reduction in the high
duty of five dollars a gallon applies only to whis-
kies aged four years or more in the wood. Judging
from tne quality of the hard liquor sold in the United
States since prohibition, whiskey from Canada cannot
possibly enter into competition with any American pro-
duct .
At the same time officials saw in the new
duty a means of reducing the price of good v;hiskey
materially and thereby eliminating, or at least great-
ly hampering the activities of bootleggers. The com-
ment of Seton Porter, President of Nationa>l Distillers
Products Corporation is interesting. He said in part:
(1). Maclean's Magazine, Feb. lb, 1926. Page 42.
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“About 90yo of our wniskey business in the
first nine months of this year has been in whiskies
of unber four years of age, selling in the low price
range, which will not be affected by the reduced duty,
which applies only to whiskies over four years of age.
V/nen the company's large stocks of Kentucky and Penn-
sylvania and Maryland rye whiskies, which we have been
manufacturing for the past several years, reach the
bottled-in-bond age, and are made available for wider
distribution than is now possible due to limited quan-
tities, tney will nave notning to fear from competi-
tion from so-called American-tyoe whiskies manufactured
in Canada only during the existence of prohibition in
America, which the Canadians ceased to produce with
the advent of repeal in this country.
"Furthermore, such fine domestic bonded
whiskies as are now available from existing limited
stocks in America will continue to find the ready mar-
ket they now enjoy.
"One of the striking results of the Canadian
agreement is the.t the duty on Scotch whisky into the
United States will be materially less tnan tne Canadian's
own duty against whisky produced in the British Isles.
In other words, the Canadians nave a much higher tariff
to protect grain growers and distillers in Canada
against British competition than this treaty will now
afford the American farmer and distiller."
(1). New York Herald Tribune, Nov. 20, 1935
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It would seem then that the whiskey clause
means nothing but good for all concerned, Canada can
dispose of large excess stocks and United States finds
an effective weapon with which to battle bootleggers,
while her producers are not adversely affected.
In the discussion of all of these “special
interest” items an attempt has been made to break
dovirn and disclose the fallacies in the adverse argu-
ments in themselves. V/ith the exception of the com-
ment on automobiles and furniture
,
no mention has
been made of the value of these reductions on the
consumers of both nations. This does not mean that
this factor is held lightly. Rather, it is one of
the most important considerations. In every ca.se the
benefits accruing to the consumer are most obvious and
when this point is a,dded to those already given the
adverse “special interests” have very little ground
on which to stand.
Before summarizing the effects of the agree-
ment on the various geographical districts of the two
countries, but supplementary to that summary, there
are two other features which are very significant.
First is the effect of the most-favored-
nation clause on the oorts and transportation faci-
lities. It is realized and generally admitted in
Ottawa that the new Reciprocity Treaty will operate
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to the detriment of Canadian ports. The disadvantage
lies in the fact that the granting to the United States
of most-favored-nation status will mean the end of
direct shipment to Canadian ports of merchandise from
non-Empire countries which hitherto h8.d to he so con-
sig-ned in order to secure the advantages of Canada's
Intermediate Tariff. In 1S27 Canada put an extra tar-
iff of 10“^ on all imports arriving in the Dominion by-
way of American ports. This lead many Europeaji ships
to call at Halifax and St. John, where they could
avoid the Canadian super-tariff and still export goods
into New England without incurring additional expense
under the American tariff. It is estimated that
thousands of tons of freight, such as burlap, jute,
tea, mica, and skins have been diverted monthly from
Boston and other Nev; England ports through the ap-
plication of the extra Cajiadia.n duty.(l) Under the
new agreement the products of any non-Empire coun-
tries shipped to Canada in transit through American
ports will receive as favorable treatment by the
Canadian Customs as if they had come directly into a
Canadian port.
As Canada extends its Intermediate Tariff to
more than twenty European countries this will orobably
mean a considera,bl e loss of business to the Maritime
ports and a corresponding increase in trade for the
(1). Boston Transcript. Nov. 20, 1935.
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ports of New England. Also the Boston and Maine Rail-
road should receive considerable benefit while the
Canadian railroads will be deprived of a certain amount
of traffic. Montreal and Vancouver will not suffer,
however, as the latter is important enough, from a
trade viewpoint, to require regular routing of all
large liners to it regardless of tariffs, and the
former not only has the same advantage, but it also
provides an entry nearly one thousand miles inland
without extra handling. The only redeeming feature
as far as St. John and Halifax are concerned is that
the agreement does not affect goods entering the
Dominion under the British preference, but the only
solution for them seems to be that set forth by the
Halifax Herald when it says, "They must redouble their
efforts not only to hold the trade they now enjoy, but
to increase that trade, as it has been increasing during
the past few years."
The second feature worthy of attention is
the new Canadian regulation on tourists.
For many years the United States has allowed
its residents to bring back from abroad free of customs
duty $100 worth of goods. Thus a citizen of the United
States could go to Canada and purchase articles which
Were particular products of the Dominion. Furs, woollens.
(1). Halifax Herald, Nov. 20, 1935
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blankets, home-made rugs of various kinds and many other
commodities thus went from Canada to the United States.
But Canadians visiting the United States were
denied this opportunity. “This one-sided application'*
of the exemption policy has been subject to persistent
attack, according to a statement issued with copies of
the treaty in Canada. The statement reads; “These
many years the United States has allowed its residents
returning from abroad to bring back free of customs
duty purchases up to the value of $100. The value of
this liberal policy to the Canadian Tourist business,
and in particular to the retail merchants in our
Border Cities, has long been appreciated. The Canadian
Grovernment has decided to invite Parliament to apply a
similar policy modified to meet the special character-
istics of our relationship to the United States.
“This marks an important departure, which,
when worked out under suitable regulations respecting
frequency of entry and duration of visit, will have
the effect of eliminating a considerable volume of
petty smuggling, simplifying customs administration
at border points and facilitating the tourist movement
back and forth across the border.
“The reciprocal conditions attached to this
concession will serve to ensure the maintenance, so
far as Canada is concerned, of the real advantages.
which traders' and tourists business has enjoyed from
i^fjAasiiQVv •: „* ddj:.:- ....
,
.
t>3-^
.'.fiV Oi.v' 0* i.i' da iS ito....ioCi
'.«.
”
'
• » 'i J* rf *iiC.
; K,/50iIrcri' *'
.
‘
..i.t^Tocqc 3-d*; boliiob
o? ^ a./? vr i/oir aciJ :-cr.oxii ui4jr >o
bSiJBSi j a^r.:3^jQ-Je i; Oj :jiiifcioocs
,
iz^7^a
-"or:T*
'^o ©fi;^ . :-fi nrfcT
-ria,r^)jfi‘.j’x '-'jJ-j b-'.^c/Xfi 6 s*t oa'i ^•xx*.qv -Tin::).
'
r'. SO'T.'t :uZ^<S J.i in.Q oj bxiOXTiFi ...CZ't 3 C Xil’rifj'tJ'i
i<.^ M'ir.v gdi lo w-- c'if X
< jc^i-ii;,oT’ *u*x2j.eni^C 'mH o? Ic'-. J.’tsxfiJ
-.
0*0 Xii . i'i* .iO'ie:': ixj5^ii-pri^ ox ’J:,^^ :'a^^ ^ XT*:.- rr_ ^oa
4;?l£V'i:x.C -fja;
. :?_©|..sio^'iqof^ c.tdp ,jj.TOl
.
»«
x> vlt'fT.s OCT i. ptivi-i; o c-'X.'a ^iXPia'iiTevoO
-tS7ui;*2>'^'0 Li .toaqf
^ Oif i^oiTiVw-- a''
'1
. s t> X ai3 3
,
cf inU <>^ ; * la^c XiJO Yo-
'
'
.Jc.inTT , -Tjt; 7 i>;: »r siriT“
,^r.’XCXi-“;Pt»7 s Xc/**? j- iijB T:xa/in ?lo r!Oiia'
av3^. il.t.
,
r:.?v i,, aac 'o {onojjpj&Tl
Xq Ortil lOV- Ol0>J^?i5,i.»JIO.O ^ ^X£.t,i)j:U:t :-:x JO&^IXS ©;-*3-
. ^X,;aia
,
gf 1 X,-,
^ • y
Ji-v>x-0'< '.' j‘i vta jt Xvi-'tjx” axij '^i'lx .*
!
.V<«^ ,
.znb:u.-f il^xol bnn AoyTi
kiXbc cx i.::>ac^iJ2xs 2Xf0i+iBr»0w Lack iyaX' **
Ci
5 3Dnx^nP7iTisi]! «*rj'’^.,?- o.t '.X .' n.'i:ir:c.c,‘:oc‘
' - £y >-: f*ay xo
.. ._.;. .o ox
-117-
the operation of the United States i$100 exemption policy,
vrfiich, because of its one-sided application has been
subject to persistent attack,
The “bonafide" tourist who will have the
privilege of bringing back ^100 of goods duty free,
from the States when tne Customs Act is changed is not
to be the one who takes a little trip across the border
to make some purchases and comes right back with a bag
full. Particularly, it is not to be the resident of Bor-
der points, crossing back and forth daily. Instead, in
the intention of the Government, the tourist must have
been away at least 10 days to have the free duty privi-
lege and this excursion must not be more tnan twice a
year. (2)
Certain objections, no doubt, will be raised
against this new regulation, but by and large through-
out the Dominion the regulation will be well received
as calculated to stimulate tourist travel and to make
for better relations as between the two countries.
Effects on Localities
Coming now to the summary of the effects of
the agreement on the various geographical districts of
the two nations we find the Maritime Provinces rather
hard hit as far as the ports are concerned, breaking
about even on the potato question, and receiving un-
(1)
. Montreal Daily Star, Nov. 18, 1935.
(2)
.
Montreal Daily Star, Nov. 19, 1935.
O’ ; i J,. ??'•' k^v: ; . 2 i^V * '.r .-igQ'o
.. ;:! ,^oi * AOxJr, bii:,. “ ;.v. ojj Ic tjttiijco-
^
, '4D<3.' J"/? ) .'.^, CJ w*wf*i,dxS
;^.:r o/Iw ^
,
~=-T.?t ^t>cc 3 *to OCX^ to ^^?*rivx^c
i'-q:. ai Jox j ric * t:‘'D -
'^n.t arjoT;-^*- X or:^ s.iX .
P .. ^" S 0, j _ V rl-O. ;.Ci vd'^.fT SjOu ij-tJ v?9 ri TT/iOTjuf''. Di'JO?! 1'>J£5.0 O
to r:it ci Xx
,
xXv.x'Ix^o.rif'i*^ - , rX'-'t
ri:»*ic‘i; bt^> :xO/:cf .riXc -o^o .sjuXoq -&o
•••*•• ea.- to g-Xr
^«P 1 X OiXj^^v^ 03 ;':j' ;t,u-o r vjgwx: npocf
J? ooiiyj
-^-TCfs
.:'i3 t.^C':o .?ix{? 4#/,.i;
.
qo^s. 1*
‘
•
. ;.03V
.bf>5/X»'t 50 XXX
,
tcv.'OO.
-o*-. , ^.VCX3C‘> : rTX.?7'-->D
C ji .:.',
‘Vfer, ei;u“ 3afix.^/s
Xiv vipog-x I.f6J^ ©cf /iliS' ii.'O 8X1? nOlr.XiZOQ ©fit Xju'P
0>Ur?x- 0>-i J,>r.c X8\Tx<-sX Xpi-Xitox o3 D.^^PlL^Dnoo «ii
‘ J •XXxxixod' C'A'^ '>£? ao8»f?ejo a*«i ‘x^.'X
io ojO'vxta '50 V v:ii;..oO
'.^ 330j.T?^XX) ei/ajLl.^JV Pa^.XiO 3xigi::t?.vT3J5 pxicr
sgoxiiV'DT''! 5*33^1 X'ii.i’ri oxv? ?>*' Sr.iiciXjRn ov? '*x}3
i4i:Xx^Rf<'r<^ ,X:&iiTopa_oj .ixa aj*rx;n'^’ v r.- fid ooiisd
—
•/ 'ffli Vj!^-0©'t h^li'
^
CIO If^iSiiJCy OvX' tOX; pii^ fJo iifiVr t;;o<X£
, ', X .vo^
. vXj/^^X i tsoXv
. X*
< ’•.» jt.X <‘ i ='ClI
, i XX!‘>
. v'^)
-118-
questionable benefits in lumber, fish and dairy exports
and machinery imports. Although some interests in the
Maritimes were disappointed at not receiving as much as
they had hoped, they cannot deny that the Provinces,
on the whole, have benefited.
In New England, the port and transportation
facilities should benefit considerably, the fisheries
are protected, conditions in the textile and other
manufacturing industries are improved, and the tourist
trade has been given a new lease on life. It is in-
teresting to note that tne first excursion train from
the Maritimes to Boston since the treaty went into
effect was the largest in ten years. The only adverse
reaction in this district will be felt in the potato
and dairy industries, and^as pointed out above, this
will be very slight.
The manufacturers of Ontario and Quebec will
experience more American competition in their products,
but will be able to secure heavy machinery at much
lower rates. The lumbering, agricultural, raining and
fishing interests of these provinces, moreover, will
receive much better treatment. On the whole, then,
these sections stand to gain considerably under the
new arrangement.
While the autom.otive, furniture, and other
manufacturers of Mid-Western United States express
optimism over the prospects of increased business, the
agricultural and lumbering industries feel that
they
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have been discriminated against. There is the possi-
bility, however, that some branches of the lumbering
industry may be aided. If the treaty stimulates the
sale of automobiles, the mills which supply wood
parts for the automobiles would enjoy a greater demand
for their products.
Moreover, the new tourist arrangement should
prove a wonderful boon to the border cities in this
district.
The treaty reductions on calves and cattle,
horses, fodders and v;hite fish are all to the good as
far as the Canadian Prairies are concerned, while
their effects on the American West are, as explained
in a previous section, comparatively nil, in fact,
they are more than offset by the lowered rates on
manufactured products from this section.
British Columbia receives greater immediate
benefits tnan any otner Canadian section. With timber
and lumber duties split in half fa.nd reductions split
in half) and reductions made on salmon, halibut, canned
clams and crude sperm oil, tnis province is in an
enviable position. The Victoria Times points out that
the lumber concession alone means immediate employment
for another 2,000 men in provincial forests, and for
each 100 of these men at least 500 others will be
variously employed. Happy days, then, are in store
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for at least 13,000 more British Columhians in their
rejuvenated lumber industry.
In Vi/ashington a.nd Oregon this same concession
will have the opposite result, but as explained in the
previous discussion on lumber, the effects v/ill not
be nearly so noticable, in fact they should be com-
pletely offset by the benefits resulting from the new
tourist regulation.
The only remaining sections directly affected
by the treaty are the Corn Belt and the South. In the
former the range cattle interests do not like the pro-
vision letting in a limited n\imber of Canadian feeder
cattle, while the corn grower is inclined to think it
may be to his advantage.
It is pointed out, however, that the quota
limit is so small compared with the number of such
cattle handled in the Corn Belt that nobody is likely
to note the difference. The provisions relative to
milk cattle and creetm displeases the dairymen, but
dairying, while it is an extensive side line in these
States, is a specialty with comparatively few.
Impartial opinion is inclined to the belief
that, as a whole, the effect in the Corn Belt will be
about a stand-off and that it will be able to note
neither much advantage nor disadvantage.
(l). Victoria Times, Nov. 20, 1935.
'
a
•4 P,
.:j: . iinltixC fTf;.*** ' Jfl tol
'
f r\
>
^
^ i ^ w.’. .r T c;r.jL' r Iv* I ^ i
.. i.-' •- : Oi.co i u i\'s :i " iio. 4V .’Ow _...\.
£) 1 j iii ' :: OJ. , f...,:-: : ? i.^ ocqO' srli
.Vo:!
.: !^i .’. r-'^fvc. ;? Tfo .(>:• r I iS^; QC Jt- U • &f> -b
-,;,CO riO M.LT' :•''» 7Urf»t .-0':' il f , ' :^oiCoi. cr- \':ir.or od"
"
. c »:'•£* ro'~i -.i-ti? C'T 5 1'ir.fiaci «4l;t \>j .''oal'to v;Xj;-!jXct
.rioiJ’.? X* /. , > 1 s :~lzI/O*
. rrrcl^ro'iB .31 ^Inc ''
Q. / Ti . ; 3 rr?l o;i^ jricO £i-x^ vj-.s"/
^:>n ii vb bj!^:tr.o t:>u.:.oz 3-i.^ -'^sstioi
0^ .rWH.' J' -X ,>.niJcSX .ici^iv
."V
.i A".Ci * ’ ^ — \ r»ioo 0 i3 iiJ ^ X«j v^'iC*
^ ^ y.
•"
.
i’£/^vi3,«5 f?i€j oi 3 3 'i'iiia
-'•r'C/rp 0.'3 3.?:V2' , ’.7., « ;.'0 j^OcXjXpO' PX •• X
-ribifs ’ic s:tj riJis t>?xac:fflCO cs ai jiiuiX
Yiip-aoii -ticO ui h^JofTcl oXd'wi^o
03 '^ vi. ,‘;Xf'x sizox-^ivoTcr oaT . 3iiex'.>'iib xjUJ o;ofi oj
CTL r ^ 3 .; rJYX i 2> '-* .3 3 e 06
b
3 p.: ••2J' irjsa -i o bofj. u x":' ; g
o
:i i' x .z
•js.’dj r. i, :-i:Pi 'bie 0 . 1? ’iX c^l eTliS; , .isxz*m£>
onx c • .rr. rt i
/:x.«f~".. cb, Jxxvv
Jjjii r;oi./(iCiO
pii‘ j’i 0 xo'llo Paj
:
I.
•X vfli S’^JSiT i
S *W^
•-
.
^-*»- '
* -
- t
6i:
-121 -
Southern producers, particularly Florida
fruit growers who had criticized the Cuban agreement,
which lowered duties on certain seasonal fruits, felt
that the Canadian agreement made up to them in a smell
measure the damage which they claimed the earlier pact
caused. The admission of oranges free of duty to
Canada in January, February, March and April with a
50 per cent reduction in Canadian duty on vegetables
effective during the whole year will open the
Eastern Canadian market to Florida growers, just as
the Cuban agreement opened the Eastern American mar-
ket to Cuban growers.
Since the population in the Eastern United
States greatly exceeds that of Eastern Canada, the
fruit men said that they are not fully compensated,
but that they were grateful for what they did receive.
As in the discussion of the effects on
’’special interests" the concessions affecting various
localities have been analyzed and compared, and
found most beneficial in themselves to both countries.
No mention has been made of the untold advantages they
bring to the consumers in the two nations. Of one
thing let us all be sure: those policies are sound,
and right which consider first, not the primary pro-
ducers or the manufacturer, but the consumer. Why?
Because all are consumers. In the case of this treaty
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the advantages to consumers in a.ll localities in tooth
countries cannot toe overemphasized. Every reduced rate
"brings increased purchasing power to thousands of
consumers everywhere.
Conclusions .
All in all, then, it is safe to conclude
that the Reciprocity Act of 1925 was a victory of the
general interests of the people of Canada and the
United States over special interests. It will mean,
or should mean, lowered costs of living in tooth coun-
tries; the lowered duties on foodstuffs, luratoer and
other materials operating to this end in the United
States, and the reductions on manufactured articles
having the same effect in Canada. Further, the
agreement, in that it makes possitole the profitable
sale of much of the surplus production of tooth co'un-
tries, will result in tne re-employment of a large
number of wage-earners now idle.
Despite these improvements, hov/ever, the
treaty is far from perfect, for when all is said and
done, it merely corrects the stupidities of the
Hawley-Smoot bill, leaving the provision^ of the
tariff of 1927 virtually untouched. But while many
other parts of the world are slipping in the direction
of economic suicide, the arrangement marks an out-
standing step in the direction of economic sanity.
It seeks to stimulate sound and healthy trade relation-
ships and thereby, to restore employment to the unem-
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ployed and a wholesome prosperity to the peoples of
the two nations. It is a distinct set-back to
exaggerated economic nationalism in both countries,
and finally, it serves as an example to the rest of
the world of what could be done if trade problems
were approached in an enlightened spirit, and of
what must be done in order to establish a solid
foundation upon which to rebuild a suitable structure
of world peace.
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CHAPTER 5
CONCLUSIONS
In closing it is interesting to note the
manner in v/hich the trade history of the United States
and Canada bears out to the letter the advice of
leading economists who are unanimous in advocating
freer trade between countries. Throughout the dis-
cussion on the history of the trade relationships
between these countries the increased trade resulting
from free policies was pointed out, and the loss of
trade and good wull following the imposition of pro-
tectionist barriers was stressed. The immediate in-
creases in trade following the reciprocal agreements
signed recently between the United States and Cuba,
Brazil, Colombia, Haiti, Sweden and Belgium further
substantiate their viev/s. In the Cuban case for
instance, the American export trade has increased
threefold since the treaty went into effect. Moreover,
figures of the Federal Reserve Board show that in
every single year in which American imports have in-
creased, factory employment has increased; and that
in every year in which imports have decreased fac-
tory employment has decreased. Also that the rise
and fall of farm employment and farm wages shows a
striking correlation with imports.
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There is nothing accidental or esoteric
about this. Factory employment and farm employment
naturally rise when production activity is at a
high level, and this is most easily achieved when
otherwise valueless surpluses can be sold abroad
at a profit. But what determines the ability of
a country to sell abroad? Various circumstances;
but essentially the purchasing power of foreign buyers.
This can be augmented either by lending money to
foreigners, as did the United States in the decade
of the twenties, cr by increasing purchases of their
products - a substantial part of which should not, of
course, compete with legitimate domestic goods.
Trade is not a gift; it is, rather, an ex-
change of goods and services, and countries are
traders bent on exchanging these goods and services
at a. profit.
Free trade is, of course, the ideal. But
it is impractical in days when some nations sub-
sidized their exports and half-starve their employees
so as to undercut the industries of other countries
till, these being skilled, the invaders can demand
their o?/n prices. But the nearer the nations of the
world can approach the ideal, without sacrificing
legitimate industries, the better will be world trade
and international goodwill.
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Restricted trade relations between countries
throughout the world are a manifestation of the same
spirit which led to war. The League of Nations is now
engaged in an admirable and noteworthy effort to stop
a war of aggression. But even more important than
organization to prevent war are the friendliness and
understanding between countries which make war im-
possible. As trade occupies so much of the time and
thought of peoples, happy and sane trade relations
between countries mean much more than the dollars and
cents involved, and should be given much more con-
sideration by all nations in the world today.
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